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Over 200 feared 
dead in Korean 
jumbo jet crash 

A Korean Air Jumbo jet with 257 people on 
board crashed while trying: to land on Guam. 
Police said 29 people survived the crash of the 
flight from Seoul. Radar contact was lost as the 
Boeing 747 was three miles from Agana interna- 
tional airport, according to the US Federal Avia- 
tion Administration. The aircraft been cleared 
to land and went down in heavy rain in a 
sparsely populated area on the approach to the 
airport. 

Summers warns Mexico over budget: 

Deputy Treasury Secretary Lawrence Summers 
has warned Mexico's opposition-controlled Con- 
gress to continue the balanced budget policies of 
President Ernesto Zedillo. He plans to balance 
the budget by 2000, but the proposals have to be 
approved by the new Congress. Page 10 

Intel links up with SAP: Intel and SAP 
America, the US arm of the German business 
software group, anno unced they were forming a 
joint venture to offer business systems linked to 
the internet. Called Pandesic, it will offer 
systems, software and services to enable compa- 
nies to sell on the internet. Page 11 

French act on Comoros aid: France is to 
push for better distribution of its annual 
FFrlQOm (S16m) development aid to the Como- 
ros Federal Islamic Republic, after calls from 
local separatists who want to be reunited with 
their former colonial master. Page 2 

D-Mark slide: The D-Mark fell to its lowest 
level against the dollar for eight years on Euro- 
pean foreign exchanges, closing in London at 
DML879. Page 10 

Gist-Brocades warning hits shares: 

Shares In Dutch biotechnology group Gist-Bro- 
cades fell nearly 18 per cent after a profit warn- 
ing. The company blamed a steep fall in prices 
for penicillin and its derivatives. Page 11 

US seeks to revive Bosnia plan: AUS 

delegation is arriving in the former Yugoslavia 
in a bid to reinvigorate the Dayton peace plan, 
against a backdrop of bickering over blame for 
the plan's poor implementation. Page 2 

Shanghai Tyre plans bond Issue: 

Shanghai Tyre and Rubber plans to raise $120m 
this year through an international convertible 
bond issue. Page 13 

Japanese Ufa assurance slump: Japan's 
44 life assurance companies lost a record 
Y3.36lbn f$28.4bn) worth of business in May, as 
policyholders lost confidence. The decline came 
after Nissan Mutual collapsed with over YBOObn 
losses in April Page 10 

Brazil deficit worsens: Brazil recorded an 
unexpectedly high trade deficit of SSllm in July, 
with analysts blaming a surge in oD imports. 

The rise prompted renewed fears of speculative 
pressure on the currency. Page 5 

Blasts hit Israel tourisms The suicide 
bombers who struck Jerusalem last week, kill- 
ing 13 Israelis and setting back the peace pro- 
cess still further, also dealt a heavy blow to 
Israel's tourism industry. Page 4 

Busang probe: The family of Michael de 
Guzman - the Busang gold mine geologist who 
was reported to have fallen to his death in 
Indonesia - have asked for his body to be 
exhumed. They do not believe Mr de Guzman, a 
key figure in the Bre-X scandal, committed sui- 
cide. Page 20 

North Korea joins treaty talks: North 
Korea has joined talks in New York on negotia- 
tions for a treaty which would finally end the 
1950-53 Korean war. Page 3 

Discord over telecoms agreement: 

Brussels has told the US that it risks violating 
world trading obligations because of the way it 
plans to enact a recent agreement liberalising 
global telecoms markets. Page 4 

BP plans share buy-backs: British 
Petroleum is to launch a share buy-back pro- 
gramme to make sure investors benefit directly 
from record profits. Directors will ask share- 
holders at next April's annual meeting to give 
them authority for the buy-backs. Page ll 

Chocolate melts British hearts: The 

British eat more chocolate per head than any 
other European country, says a new survey. The 
average Briton spends $91.11 a year on choco- 
late, eating almost 14kg. Page 6 

FT„co«n: the FT web site provides online news, 
comment and analysis at http://www.FT.com 
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Russian nickel sell-off U-turn 

By John Thornhill in Moscow Prime minister criticised for last-minute auction rethink its credibility In ci 

nrum iwfirflrionriAnB 


By John Thornhill in Moscow 

Oneximbank, the Russian 
banking group, took control 
yesterday of the state's 38 per 
cent shareholding in Norilsk 
Nickel, the large mining 
group, after government offi- 
cials changed their minds and 
permitted the auction to go 
ahead. 

Analysts said the twist in 
Russia's privatisation saga 
must call Into question the 
judgment of Mr Victor Cherno- 
myrdin, prime minister, who 
had earlier ordered the auction 
to be postponed to ensure its 
procedures were legally water- 
tight 

The addition of Norilsk 
Nickel also confirms Onexrm- 


' Brussels 
faces trade 
row with 
US over 
meat rules 

By Neil Buckley fan Brussels 

Meat safety rules adopted by 
the European Union to control 
the spread of “mad cow" dis- 
ease are threatening to pro- 
voke a transatlantic trade row 
and shut down parts of 
Europe’s pharmaceuticals and 
cosmetics businesses. 

The rules ban the parts of 
cattle most at risk of carrying 
the diRpas« - mainly the brain 
and spinal cord - from enter- 
ing the food chain, or from 
being used to make products 
such as tallow. The European 
Commission agreed to bring 
them into force in January 
after a long battle to persuade 
EU states to accept them. 

But industry groups have 
warned Brussels the rules 
could cause chaos, since tallow 
derivatives are used in about 
80 per cent of pharmaceuticals, 
as well as in cosmetics and 
products including lubricants, 
tyres, packaging and printing 

ink. 

The US has complained the 
ban will hit its $100m of tallow 
exports to the EU, unless it 
brings its slaughterhouse rules 
into Une with Europe. 

Mr William Daley, US com- 
merce secretary, and Mr Stuart 
Eizeostat, commerce under- 
secretary, urged European 
commissioners Mr Martin 
Bangemann and Sir Leon Brit- 
tan before last week's Brussels 
meeting to modify the rules. 

US officials have since 
threatened to complain to the 
World Trade Organisation. 
“The potential trade implica- 
tions are huge unless we sort 
this out," admitted one EU 
official. 

The US had agreed to hold 
fire on the issue until autumn, 
when the 20 European commis- 
sioners return from holiday. 
But, aware of the industry 
furore, they renewed pressure 
on Brussels yesterday to find 
an Interim solution. 

Pharmaceuticals and cosmet- 
ics producers are already 
ordering tallow for use next 
year. They warn that since 
most tallow Is made from 
whole cattle carcases, there 
could be a shortage of the 
material meeting the new EU 
standards until slaughter- 
houses change their practices. 

Industry groups say one 
solution might be to grant 
non-EU tallow exporters 
exemptions from the rules. But 
a clai'" • Ir tiie rules allowing 
( st. -li exemptions was watered 
down last month by EU minis- 
usrs, at Spanish insistence. 

Another way out could be to 
accept the opinion of the Elf's 
own scientific experts, issued 
in June, that heat-treated tal- 
low derivatives pose no risk of 
transmitting mad cow disease. 
But that opinion has already 
been ignored in adopting the 
new rules. 


bank as Russia's most power- 
ful financial group, following 
its success last month in 
acquiring 25 per cent of Svy- 
azinvest. the telecommunica- 
tions holding company. 

Mr Chernomyrdin held talks 
yesterday with Mr Vladimir 
Potanin, the bead of Onexhn- 
bank, in an attempt to resolve 
the government’s doubts. He 
was assured that Oneximbank 
would bid well above the mini- 
mum price set by the govern- 
ment, providing Moscow with 
much-needed budget funds. 

Oneximbank defeated the 
only other bidder with an offer 
of Ecu23GJ2m ($251 -2m) - 


3110m above the starting price. 
But Oneximbank must also 
invest $300m fn the company 
and pay off a further Rbs400bn 
of tax and pension obligations. 

Mr Sergei Molozbavy, deputy 
bead erf the state property com- 
mittee, the government agency 
supervising the bid. said min- 
isters had concluded It would 
be “senseless" to delay the 
auction at such a late stage. 
There was no point in puttin g 
off the tender because that 
would not have conformed 
with current civil law,” he 
said. “But the fact that the 
auction has taken place does 
not impair the state. In. the 


form of the procurator general, 
from challenging its conclu- 
sions In the courts.” 

An early legal challenge to 
the auction looks unlikely as 
Mr Turl Skuratov, the procura- 
tor general, went cm holiday 
yesterday. - - - 

Rival business groups, 
including Trans-Worid Group, 
the British metals company, 
had claimed the auction 
favoured Oneximbank, which 
has managed the government’s 
shareholding for the past two 
years and was running the ten- 
da- process. 

Oneximbank has come 
under fire from rival Ruslan 


business groups, after winning 
last month’s auction for Svy- 

aztnvesL 

Mr Sergei Barbashov, a rep- 
resentative of Peredaviye Pro- 
myshlenniye - Technology 
GPPT), the only other bidder, 
said he had no complaints. 
However, Mr Barbashov 
refused to specify who was . 
behind the PPT bid, saying 
only that the group was owned, 
by "several foreign trade and . 
industrial companies”. 

One Moscow-based financial 
analyst said the criticism of. 
the auction must count as a 
backward step in the govern- 
ment's attempts to establish 


its credibility In conducting 
open privatisations. 

The government argued it 
had established new and 
higher standards of openness 
last month when it sold its 25 
per cent stake in Svyazinvest 

The Norilsk Nickel auction 
was conducted In. a similar 
fa chirm to other recent privati- 
sation sales, which unwound, 
the gov miment’s shares -for - 
loans transactions of 1995. 

Biit -analysts suggested 
Oneximbank had paid below 
the open market price for the 
stake. Norilsk Nickel's market 
capitalisation is more than 
$l.4bn, suggesting Onexim- 
bank should have paid at least 
$530m for Its controlling share- 
holding. 



New crew blasts off to repair space station 


Two Russian cosmonauts Masted off yester- 
day heading for the Mbr space station where 
they will tackle a host of problems, including a 
broken oxygen system, that the current Mr 
crew has been unable to fix. 

The men were lawched Into orbit in a Soyuz 
rocket (above) which lifted off from the Bai- 


konur apace centre In Kazakhstan. 

On August 20, they are ejected to put on 
apaceeuits and go outside Mr to re-ottach 
cables to the apace station's damaged module 
h an attempt to restore power. In September, 
they wB start work to repair a hole in the 
module 1 * exterior. nauwAp 


By John Ridding and * 

Louise Lucas in Hong Kong 

Mr U Ka-string. Hong Kang's 
most powerful businessman, 
has bought stakes in two of 
the main companies of the Jar- 
dine Matheson group, prompt- 
ing speculation that - he is 
considering a bid for divisions 
of the British-controlled 
conglomerate. 

- Jardine said yesterday that 
Mr Li had accumulated stakes 
of just over 3 per. cent in Jar- 
dine Matheson and . -Hongkong 
Land, worth about HK$396m 
(CS$5lm) before the announce- 
ment Hongko ng T>nH is one 
of the territory's biggest land- 
owners and. was the target of 
an unsuccessful raid by the 

in 1987 and 1988! 

JanHna^one of Hong Kang's 
founding trading ; groups, 
played down speculation of a 
bid. “We are pleased that they . 
recognise :good .value in Jar- 
dine Matheson pud Hongkong 
Land,” said Mr Alasdair Morri- 
son,, managing director of Jar- 
dine Matheson. 

Company ; officials said they 
did not view the purchases as 
a predatory move, noting that: 
Mr Li's companies often made _ 
trading investments. 


But coming so soon after 
Hong Kong's return to China 
last month, some fn the terri- 
tory wonder if it. Is. the first 
step in a move against one of 
the remaining symbols of colo- 
nial power. “To take over 
Hongkong Land, or even Jar- 
dine Matheson. would go a 
long way towards reconquer- 
ing, psychologically, Hong 
Kang, albeit it is now officially 
part of China,” said Mr Nam 
Park, analyst at ING Barings. 

Shares in the Jardine.group 
companies soared on the news, 
revealed under stock market 
disclosure rules. Shares, in 
Hongkong Land jumped by 
more than 20 per cent; to 
! US$3.12, while Jardine Mathe- 
sottirase it per dent' to US$7,857 
/.-Trading in the shares was 
heavy, hut brokers said It was 
unclear whether Mr Li’s 
companies were 'seeking- -to 
increase their holdings. - 
- investment analysts were 
divided over prospects for a 
hid. “We do not believe at this 

point that the 3 per cent stakes 
wQl amount to a takeover bid,” 
said JNG . Barings in Hong 
Kong. The investment bask 
said Mr Li’s companies might 

Continued on Page 10 
Lex, Page 10- 


Bangkok approves 
radical package of 
economic reforms 


By Ted Bardacke in Bangkok 

The Thai government yes- 
terday approved a sweeping 
package of economic reform 
measures designed to give it 
access to between Sl2bn and 
$15bn in emergency credits 
from the International Mone- 
tary Fund and elsewhere. 

In a separate announcement, 
the country’s central bank 
suspended the operations of 42 
struggling finance companies 
after negotiations with the 
IMF on restoring stability to 
the ailing financial system. 

Mr Michael Camdessus, 
managing director of the IMF. 
“greatly welcomed" the pack- 
age, saying he hoped to pres- 
ent it soon to the Fund's exec- 
utive board far endorsement. 

He said the Fund was “walk- 
ing with the authorities to 
develop [the plan] into a multi- 
year adjustment programme 
that could! be supported by 
IMF resources". 

The central bank said it bad 
lent fitSOObn <Si5.7bn) In emer- 
gency liquidity support to the 
companies and 16 others 
suspended in June. It said the 
financial system had seen 
withdrawals of between 
BtlSbn and Bt20bn a week. 
“We can't take this burden any 


more,” said Mr Chaiyawat 
Wibuiswasdi, central bank 
governor. “We need to get 
tough before the whole finan- 
cial system Is Infected.” - 

The suspensions and volume 
of official support surprised 
financial markets and over- 
shadowed the government's 
decision to authorise the 
finance ministry central 
bank to sign a loan agreement 
with the IMF as soon as it was 
ready. 

An IMF official said progress 
was being made and expected 
to be able to send an agree- 
ment to the IMF's executive 
board for approval soon. The 
stock exchange closed down 
28 per cent 

The baht’s performance was 
mixed, slightly weaker in 
domestic trading and slightly 
stronger offshore. 

Other parts of the package 
include a pledge to maintain 
foreign currency reserves of at 
least SSShn, or three months of 
impart cover. Value added tax 
vrtll rise to 10 per cent Iran 7 
per cent from August 16. The 
government accounts win be 
halanwri, ha giimfng - with CUtS 
of up to BtlOQm to nest year's 
budget 


ur directors 
ave each sat 
n an average 
f 28.1 hoards. 
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NEWS: EUROPE 


Finance minister warns that Gtennany is ’’fuelling disaffection at home and mockery abroad 

Waigel presses need for tax reforms 


By Ralph Atkins In Bonn 

Mr Theo Waigel. German 
finance minister, delivered a 
sharp warning yesterday 
that Germany was fuelling 
political disaffection at home 
and mockery abroad, by fail- 
ing to implement vital eco- 
nomic reforms. 

In a bitter speech to parlia- 
ment. Mr Waigel said the lat- 
est collapse of cross-party 
negotiations on government 
proposals for sweeping tax 
chang es would only confirm 
the impression of a political 
system gripped by "self-pa- 
ralysis". The beneficiaries 
would be "extremists and 
the politically disaffected,” 
he declared. 

The tax package would 
have led to net tax cuts 
worth up to DM30bn ($16bn) 
from 1999. It collapsed after 
conciliation procedures 
failed to result in a deal 
between the Bundestag, the 
lower chamber of parlia- 


Gennany will fail to meet exactly the 
public sector deficit targ et set this 
year for members of the European 
single currency, according to forecasts 
from the Munich-based Ifo economic 
institute, writes Ralph Atkins. 

The country’s deficit will fall to 3-3 
per rent - compared with the 3 per 
cent target - after 3.8 per emit last 
year, Ifo says. Hopes of an "exact 
landing” have been set back by rising 
unemployment and disappointing 
inflows of tax revenues. However, it 
argues that "decimal point 


discussions” make little sense: more 
important is the long-term 
sustainability of budget controls. Ifo 
forecasts a public sector deficit 
equivalent to 2.6 per cent of gross 
domestic product in 1998. 

The finance ministry in Bonn 
yesterday repeated that all steps would 
be taken to ensure that the Maastricht 
treaty criteria for monetary union 
were fulfilled, and said Germany had a 
"good chance” of succeeding. 

In its latest forecasts. Ifo predicts 
2 JZ5 per cent GDP growth this year 


and 2.75 per cent in 1998 - slightly 
lower than government forecasts. That 
compares with 1.4 pear cent growth in 
1996. Exports remain the motor of 
growth, helped by a weak D-Mark, 
with private consumption recovering 
slowly. Ifo says monetary conditions 
remain favourable, but warns the 
D-Mark could come under further 
downward pressure if confidence is hit 
by fears about the euro currency. 

The Bundesbank might then have to 
raise interest rates to prevent inflation 
rising. 


ment. and the Bundesrat, 
the opposition Social Demo- 
cratic party-controlled sec- 
ond chamber. 

However, it emerged last 
night that the Bonn govern- 
ing coalition would proceed 
with p lans to cut by two per- 
centage points to 5.5 per cent 
the much-bated "solidarity 
surcharge” levied on income 
tax bills to pay for eastern 
German reconstruction. 

That decision should ease 


imag in g tensions between 
Chancellor Helmut Kohl’s 
Christian Democrats and the 
Free Democratic party, the 
junior coalition member, 
which has long argued for 
cuts in the surcharge. 

Mr Waigel made his com- 
ments in an emergency 
Bundestag debate after 
increasingly vocal criticism 
from German industry of the 
political logjam in Bonn. 
"While the Scandinavians, 


Dutch and British have done 
their homework and 
increased employment. Ger- 
many’s inability to reform is 
greeted with mockery,” he 
said. 

Mr Waigel angrily dis- 
missed SPD Haims that the 
tax cuts would create huge 
holes in public finances. 
Reform was needed to stop 
the erosion of tax revenues - 
including by companies 
transferring profits overseas 


- and to put public finances 
on a solid basis. Without the 
planned reforms, federal, 
state and local governments 
would lose DM135bn over 
the next four years, Mr Wai- 
gel said. 

As well as simplifying Ger- 
many’s notoriously complex 
tax system, the reform pack- 
age would have cut the 
starting income tax rate 
from 25.9 per cent to 15 per 
cent. The lower rate would 


have ensured that “tax is 
paid in Germany and not 
abroad”, while reduced taxes 
on company profits would 
encourage investment from 
overseas, Mr Waigel said. 

Mr Kohl’s coalition plans a 
farther attempt at reaching 
agreement on its tax pack- 
age with the Bundesrat from 
September. Mr Waigel 
appealed to the SPD to end 
its blockade, "in the inter- 
ests of the country”. 

Mr Henning Voscherau, 
one of the SEP'S tax negotia- 
tors, said bis party was not 
pursuing a blocking strat- 
egy. Instead, there were "dif- 
ferences of opinion and con- 
trasting concepts” for tax 
reform. But the chances of a 
deal in the second concilia- 
tion process remains remote. 
The Bundestag accepted 
plans agreed during last 
week’s conciliation process 
for the long-awaited aboli- 
tion of Germany’s local trad- 
ing capital tax. 


US drive to put Bosnia 
peace plan on track 


By Bruce Clark 
in Washington and 
AnatoJ Lieven in London 

A US delegation arrives in 
the former Yugoslavia today 
in a drive to reinvigorate the 
Dayton peace plan, against a 
background of transatlantic 
bickering over who is to 
blame for the settlement's 
poor implementation. 

Mr Richard Holbrooke, the 
architect of the 1995 Dayton 
peace accord, has agreed to 
return to the area to use his 
personal prestige and influ- 
ence with President Slobo- 
dan Milosevic of Yugoslavia 
^Serbia and Montenegro). 
Not for the first time, the 
aim is to get Mr Milosevic to 
put pressure on the Bosnian 
Serbs to cooperate in easing 
tensions in Bosnia. 

The new US push reflects 
growing insistence in Con- 
gress that all or most of the 
US peacekeepers to Bosnia 
should be withdrawn by the 


agreed deadline of mid- 1998. 
However, some Balkan spe- 
cialists say there is a risk of 
renewed fighting in Bosnia if 
the terms of the Dayton set- 
tlement have not been ful- 
filled by the time the peace- 
keepers leave. US envoys 
will also be putting pressure 
on President Franjo Tudj- 
inan of Croatia to cooperate 
in bringing Croatian war 
criminals to justice and 
allowing refugees in Bosnia 
and Croatia to go home. 

The return of Moslems to 
the Croat-controlled town of 
Jqjce, one of the success sto- 
ries of the reconciliation 
effort, was interrupted at the 
weekend when local Croats 
drove them out again, killing 
at least one. Germany retali- 
ated by suspending DMlm 
($500,000) in aid earmarked 
for Jajce. Mr Klaus Kinkel, 
foreign minister, said: 
"Deranged fanatics cannot 
be allowed to endanger what 
has already been achieved." 


Under intense interna- 
tional pressure, Moslem and 
Croat authorities signed an 
agreement yesterday to set 
up a joint police force In the 
area by August 30. 

The US party hopes to 
meet the three-man Bosnian 
presidency in Sarajevo 
tomorrow - although it is 
unclear whether the Serb 
member of the presidency, 
Mr Momcilo Krajisnik, wifi 
turn up. The US has joined 
European countries in boy- 
cotting Bosnian ambassa- 
dors, appointed by the coun- 
try’s Moslem leadership’ in 
protest against the parties' 
failure to agree on how to 
share out the country's 
external representation. 

But US officials have 
blamed the row over ambas- 
sadors partly on Mr Carlos 
Westendorp, the Spanish 
official responsible for the 
civilian side of Bosnia’s 
reconstruction. They have 
also censured Mr Westen- 



Croatian president Franjo Tndjman is sworn into office tor 
a second five-year term in Zagreb yesterday. Mr Tndjman 
declared his commitment to peace to Bosnia Awn- 


dorp for not spending 
enough time in Bosnia, and 
mishandling negotiations on 
citizenship and aviation. 

On Friday, the US delega- 
tion will confer with Presi- 
dent Milosevic and lay out a 


stark choice. He can expect 
economic aid if he cooper- 
ates with the Dayton pro- 
cess, and economic isolation, 
combined with other unspe- 
cified penalties, if he fails. 
Editorial Comment. Page 9 


Turks may yet grasp inflation nettle 

John Barham on how the central bank chief hopes to end ‘fiscal incontinence’ 


A nyone claiming to be 
a serious inflation- 
fighter in Turkey, a 
country with only the 
vaguest memory of stable 
prices, risks being dismissed 
as an inveterate supporter of 
lost causes. 

Mr Gazi Erqel, central 
bank governor since early 
last year, says he had a 
“lonely time” during the 
populist ll-month rule of the 
Islamist Welfare party, 
forced from office to June by 
the army. 

Now. with a new pro-mar- 
ket secularist government to 
place, the mild-mannered Mr 
Erqel, 52, thinks Turkey 
really is ready to bring down 
inflation. Last week, he and 
the treasury secretary 
signed a protocol intended to 
bring some clarity to the 
murky financial relationship 
between government and 
central bank, to establish a 
medium-term monetary pol- 
icy and to grant the 
respected Mr Erqel more 
independence to lower infla- 
tion. “We are doing some 
summer homework, and in 
September we will get 
together with the govern- 
ment to discuss it and [later] 
with international Institu- 
tions,” Mr Erqel said. “By 
mid-October we will decide 
the precise numbers for 
199a” 
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The aim is to build a 
coherent set of monetary 
and fiscal policies which, 
starting next January, will 
gradually cut inflation, now 
running at 80 per cent a 
year. The central bank will 
have sole responsibility for 
monetary policy. 

Mr Erqel, nominally inde- 
pendent but aware of the 
political limits on his auton- 
omy. recognises that “we all 
know the recipes for getting 
inflation down”. The time 
has now come for "imple- 
menting them with decisive 
political will. Internal and 
external observers will see 
that implementation has 
started, is on the right track 
and that the protocol is not 
just a piece of paper”. 


Mr Erqel will have to work 
hard to convince them. 

It helps that he has consid- 
erable credibility. He was a 
top rivfl servant, an Interna- 
tional Monetary Fund staffer 
and then the head of a Turk- 
ish bank. 

As central bank governor 
he is credited for skilfully 
guiding policy at a tense 
time to Turkish politics, as 
the army forced the Islamist 
government of Mr Necmettto 
Erbakan from office to June. 
Yet seven governments have 
come and gone since 1990. 
when the present economic 
team was last to power. 

Each administration prom- 
ises structural reforms to cut 
inflation and deliver steady, 
sustainable growth. But a 
succession of divided coali- 
tions has lacked the strength 
to embark on tough public 
sector reforms. 

The result, as the London- 
based credit rating agency 
IBCA once stated, is “fiscal 
incontinence" on a heroic 
scale. 

Turkey is the last big 
economy to suffer heavy 
inflation, long after Latin 
America and the former 
Soviet bloc countries have 
brought their economies 
under control. 

The Turkish lira is among 
the world's most worthless 
currencies, trading at over 


160,000 to the dollar. Turkey 
has one of the world's oldest 
but least successful privati- 
sation programmes, having 
raised under $4bn in 11 
years. 

Although Turks complain 
about the spiralling cost of 
living, there is little appetite 
for the wrenching reforms 
needed to kill inflation. A 
generation has grown up 
with double-digit inflation. 

B ut Mr Erqel, thinks 
that “the concept of a 
low-inflation economy 
driven by the private sector 
is gradually being estab- 
lished to the minds of the 
public and the government”. 

He says Turkish politi- 
cians have noticed how 
Latin America's reforming 
presidents were handsomely 
rewarded at the polls for 
stopping inflation. 

Local commentators are 
less sure. Mr Abdurrahman 
Yil dirim , financial columnist 
on the newspaper Yeni 
Yfizyil, wrote that by leaving 
implementation of the proto- 
col to 1998 the government 
was behaving like someone 
“who always says they are 
starting a diet tomorrow”. 
He doubts that the govern- 
ment an uneasy alliance of 
conservatives aud social 
democrats that lacks a par- 
liamentary majority, can 


achieve much before elec- 
tions planned for 1998. 

But Mr Erqel says there is 
a “clear-cut understanding" 
that the government will not 
get a penny from the central 
bank to finance populist eco- 
nomic policies ahead of the 
elections. He is a man with a 
mission to help repair Tur- 
key's frayed democratic fab- 
ric. Stability, he argues, is a 
"guarantee of democracy. 
Low inflation ensures a 
healthy democracy". 

Mr Erqel has a vision of a 
strong, stable and demo- 
cratic Turkey taking its 
place to an A league of top 
world economies and becom- 
ing a “powerful member of 
the European Union”. But 
fulfilling that ambition will 
take a lot of homework. 

• Turkey needs to take bold 
steps to stabilise its fragile 
economy and reduce raging 
inflation, the International 
Monetary Fund said yester- 
day. Reuter reports from 
Washington. In a summary 
of its annual review of the 
Turkish economy IMF direc- 
tors "urged (the govern- 
ment) to embark on a bold 
and comprehensive pro- 
gramme of stabilisation poli- 
cies and structural reforms 
to reduce inflation and set 
the economy on a sustain- 
able growth path.” 

Demirel country. Page 8 
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Paris makes pledge on Comoros aid 


By Andrew Jack in Paris 

France will push for “better" 

distribution of its FFrlOOm 
($16ml to annual develop- 
ment aid to the Comoros 
Federal Islamic Republic, it 
said yesterday. The decision 
came after calls from local 
separatists who want to be 
reunited with their former 
colonial master. 

The Ministry of Foreign 
Affairs In Paris firmly 
rejected the demand by the 
separatists on the island of 
Anjouan. who on Sunday 
expressed their desire to re- 
unite with France and break 
with the national govern- 
ment on the Comoros Archi- 
pelago. which is located in 
the Indian Ocean between 
Madagascar and Mozambi- 
que. 

A ministry spokesman 
stressed that France wanted 
a negotiated settlement, and 


had expressed its view that 
the Organisation of African 
Unity fOAU) was best placed 
to act as mediator. 

The official expressed sat- 
isfaction the OAU had 
appointed a special envoy to 
launch talks with all parties 
concerned. 

The decision to take an 
arm's length approach to the 
dispute comes despite the 
fact that one of the principal 
Comoros islands, Mayotte, is 
a French overseas territory, 
which retained its status 
after the others, including 
Anjouan, opted for Indepen- 
dence to 1975. 

France stopped providing 
budgetary aid to the Como- 
ros Republic to 1995, after 
allegations of mismanage- 
ment. It continues to provide 
FFr46m a year to aid and a 
further FFrfiOm in low-inter- 
est loans through its over- 
seas development bank. 


The foreign affairs minis- 
try said that the separatists’ 
demands on Anjouan were 
the result of “socio-economic 
problems” and that France 
would try to encourage a 
“more intelligent and equita- 
ble'' distribution of its devel- 
opment assistance in future. 

The statement came as Mr 
Abdallah Ibrahim. 71, a busi- 
nessman and Koranic 
schoolteacher, was pro- 
claimed yesterday as presi- 
dent of the “state of 
Anjouan" ahead of elections 
on the island before the end 
of this year. 

Members of the new unof- 
ficial cabinet said they 
would discuss issues includ- 
ing sovereignty, currency. 
defence, the official language 
and international conven- 
tions. 

Mr Henri Jean-Baptiste, a 
deputy tor the centre-right 
UDF party on Mayotte, said 
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the separatists' demands 
reflected “the right choice" 
made by the people on his 
island to remain linked to 
France. 

A fairer distribution of 
resources between the Como- 
ros islands was needed, he 
added. 


Russia 

justifies 

rapid 

military 

upgrade 

By JohrtThomhBI 
in Moscow 


Russia's defence ministry 
has “practically ruled out" 
the possibility of any large- 
scale military aggression 
against the country in the 
foreseeable future, in effect 
confirming that Moscow 
does not view Nato’s east- 
ward enlargement as a seri- 
ous military threat 

But in a review of the 
country’s military doctrine 
released this week, Russia’s 
top strategic planners said 
there was still a high proba- 
bility that regional conflicts 
could threaten the cou n tr y ’s 
security interests. 

Effective, well-equipped, 
mobile forces must be intro- 
duced to counter such dan- 
gers, the defence ministry 
said. Closer integration with 
the other 11 members of the 
Commonwealth of Indepen- 
dent States would also help 
Russia repel existing and 
potential military threats. 

Mr Boris Yeltsin, the pres- 
ident, has stressed the need 
for rapid military reform, 
calling for Russia's army to 
be cut by 500,000 men to 
1.2m by the end of next 
year. Mr Yeltsin envisages 
the creation of a modern, 
professional army by 2000, 
promising that its profes- 
sionalism will match that of 
Nato’s armed forces. 

But several prominent for- 
mer generals have criticised 
the government’s reform 
proposals, arguing that the 
armed forces will collapse 
unless their budget is 
increased from its current 
level of 3.5 per cent of gross 
domestic product 

Earlier this week, Mr Lev 
Rokhlin, a former general 
and head of the parliamen- 
tary defence committee, con- 
tinued his blistering attacks 
against the government’s 
reforms after returning 
from a tour of 14 military 
districts. 

If the chronic underfund- 
ing of Russia’s armed forces 
continued, he warned, the 
country might lose its stra- 
tegic unclear deterrent by 
2005. 

"A strong defence shield 
is unthinkable if the service- 
men do not get their salaries 
for three months in a row,” 
Mr Rokhlin said. 

Mr Igor Rodionov, the for- 
mer defence minister who 
was sacked by Mr Yeltsin in 
May, also called for more 
money to be spent on the 
army. “We are looking at 
the fnll collapse of the 
armed forces and the liqui- 
dation of the country’s 
defence capabilities,” he 
said. 

Almost every day the 
media is full of harrowing 
accounts of the state of the 
armed forces, although the 
government has vowed it 
win use the proceeds from 
the recent sale of Svyazinv- 
est, the telecommunications 

holding company, to pay off 
soldiers’ back wages. 

The defence ministry said 
that military reform would 
require “tough and unpopu- 
lar measures”, but said it 
was an officer 5 # duty to fol- 
low themtbrough. 

Implementing the reforms 
counted as “an expression of 
a truly patriotic attitude to 
the sacral cause of Russia’s 
defence,” It said. “Populism 
and all sorts of speculation 
about the problems of the 
army and navy are imper- 
missible.” 


EUROPEAN NEWS DIGEST 


ABB attacked 
on China dam 

ABB, the Swfs&Swedlsh engineering group, has come 
under renewed pressure to withdraw from the bidding to 
supply equipment for China's controversial Three Gorges 
flam project. Erklfirung von Bern, a Swiss environmental 
group, has launched a campaign against ABB’s 
involvement to what it describes as “possibly the most 
destructive and c on tr ov ersial hydropower project to 
history". 

It has started distributing postcards which show' 
pictures of how Beni and Zurich would look if a dam of a 
gtmnar size were built to Switzerland. The water comes 
up to the front steps of the Swiss parliament to Bern and 
would leave the Grossmttaster, Zurich's biggest church, 
half-submerged. ABB, keen to portray itself as an 
environmentally friendly company, has already come in 
for considerable criticism for its involvement in 
Malaysia's $5.2bn Bakun dam project. The Swiss 
environmental group has urged ABB to support an 
independent evaluation of controversial dam projects 
such as Bakun and Three Gorges. WUHam Hall. Zurich 

■ GERMAN FLOODS 


Federal aid at DM500m 

The federal German government's help offered for regions, 
hit by the flooding of the river Oder is running at 
DMSOQm ($263m) and could rise further, Chancellor 
Helmut Kohl announced yesterday. In a parliamentary 
sta tement , Mr Kohl described the crisis as “one of the 
worst to Germany to this century” . Although a massive 
military operation to zones near the German-Polish 
border has limited damage, large areas of farmland as 
well as villages have been submerged. 

In addition to DM20m in immediate help, and a DM200m 
credit provided by the Kreditanstalt ftlr Wlederaufbau, 
the federal government's investment bank, Bonn has 
pledged help for the agriculture sector and housing. . Mr 
Kohl heaped praise on the soldiers who had battled round 
toe dock during the emergency, saying the flood 
containment operation showed that the Bundeswehr was 
“toe army of toe -whole people". About 10,000 troops . .. 
involved to the operation will stay on to help with 
clean-up work. Ralph Atkins, Bonn 

m LUKOIL 


Pact with Azerbaijan Ho stay’ 

The Russian oil company Lukoil will not pull out of a 
joint project with Azerbaijan in the Caspian Sea, as 
originally repented, according to a company spokesman. 
The Russian news Itar-Tass said at the weekend Lukoil 
would puli out OT the offshore Kyapaz oil field, which it 
had signed a contract to develop last month alongside 
Socar, the Azerbaijani state oil company, and Rosneft, toe 
Russian state-owned oil company. 

Control of the Kyapaz field is disputed by 
Turkmenistan, which has announced it will hold a 
separate tender far the field. As a result of Turkmen 
complaints, Rosneft pulled out of toe deal last Thursday. 
Analysts say Rosneft’s decision to withdraw was in 
response to pressure from the Russian government 
Russia may be keen to cultivate Turkmenistan's 
support in the wake of a US decision not to hinder the 
building of a pipeline through Iran which would carry 
Turkmen gas to Turkey, a market which the Russian gas 
monopoly Gazprom covets. Charles Clover. London 

■ POLAND PRIVATISATION 


Cabinet clears sale of insurer 

Despite protests by the opposition, the government 
decided yesterday to proceed with its plan to increase the 
capital of Poland’s biggest insurer PZU prior to its 
privatisation. The government said in a statement it 
would seek to privatise PZU. which dominates both 
Poland's non-life and life insurance market, next year. 
The company’s spokesman said this would probably be', 
done through a public offering. - ■ • 7 

“The government . . aspects that the treasury ministry 
will take necessary actions to increase PZlTs capital from 
n on-budgetary sources and include the company to the 
privatisation programme for 1998,” the statement said. 
The opposition Solidarity alliance CAWS) demanded ■ 
earlier this week that toe plan be dropped, charging it: 
involved a plot by FZlTs management and some cabinet 
members to sell a large stake in the company cheaply to 
some domestic investors. Reuter, Warsaw 

■ TURKEY 


Islamist protesters arrested 

Turkish police yesterday arrested 129 Islamist protesters 
demonstrating against government plans to close TuTamic 
schools across the country. Officers seized 100 protesters . 
in Kocaeli, 115km east of Istanbul, when they refasedfb ‘ 
break up their unauthorised rally, toe news agency - 
Anatolia said. u 

Another 29 people were taken into custody in the : 
eastern town of Erzurum alter they shouted slogans 
against the parliamentary bill. Authorities in these two " ' 
regions, and to several others, have banned protests . 
against toe bill after widespread demonstrations last- •• 
week which were dispersed by baton-wielding police. 

Tbe legislation, which is being debated by a : "• 

parliamentary commission, would extend mandatory v 
schooling from five years to eight, and would close 
secondary religious schools which train imams, or Islamic 
leaders. 'AFP, Ankara 

M ALBANIAN IMMIGRANTS • ' ■ • — 


Greece to issue work permits 

Greece agreed yesterday .to legalise ttestet^ttfhimdreds 
of thousands of illegal Albanian immigrants m exchange; 
for help in fighting cross-border crime imported from the 
troubled Balkan state. In a protocol signedby toe vfsftjn& 
Cheek foreign minis ter, Mr TheodoroaPangalos.and his - 
Albanian counterpart, Mr Paskal Milo, the two countries - 
agreed to issue temporary work permits to Alfeniar^ - y- 
who are often s ummar ily expelled from Greece^' .— v* ."- 
“Mr Pangalas promised toXr J ■ 

Greece will be treated equally with otoea: mindgrahtSL •■?.> ■ 
This is toe best news for Albania," Mr Milo said-Btoaaa 
offer to lend Albania $20m had stumbl^'Miobjections ■ 
from Tirana to the wtwjj tipng nf tte lhari.aitj' mif^itiBt - - 
materialise, Greek diplomats said.' - Reuter, Tirana 

■ ITALIAN DOLOMITES 1- ^. T 


Seven more 

Seven Alpine ttombers feH'to toefr rfaathg yesterday to toe 
Italian Dolomites, raising to -at least 36, the total-number^ . : 
of people killed totte- European Alps over fh&past four, ' 
weeks. Four climbers, Ideo&Bed %s frraEghters i ^ 

Reggio Emilia in central Italy, were Trilled- pear the 
3351-metre peak of the GramZebrii tQ toeAIto Adfee. -X : / 
(South Tyrol). theA^Bsa news agancy-sepacted. 

Later, three- other climbers diedtin. tite-aame-nDji^^to^' 
the report said-Tbeywere not immediately ktentifiedf 4 -- ^. 
Most of the other deaths have occurred; ofr MoErt pIar^pa 
the borders of France^ Italy and $witzerlmid. ft>h re.sSP '. 
mounted a bigseatoh yesterday for toe wife 
diplomat who fefled to return. tober 
excursion. Mc Anwamar te Nefmcg Tincke. iB6.-VHW 
seen on Mnnday .aftaiioqn.igtoe. mo u to^ yite^B<fe y *° , 
Sdliar to the South Tyrol, police said. ,v 
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NEWS: ASIA-PACIFIC 


N Korea joins talks about peace talks 


By John Burton- hi Seoul f ' 

INorfe Korea- - yesterday: took 
another step- in. its new role as 
peacemaker by teking part to talks 
toNew* Yojfcto arrange four-party 
. negotiations for a; formal -treaty 'to 
attatiy end the 195063 Korean war.' 
:'•■■ North Korea has adopted an 
tocreastogy concfliatory httitnde 
as ; Sis: problems. toclndfog -Wide- 
; starvation, gtw. 

. -The: isolated -nation Is gradually 
opeedng: Its borders an&foreign aid. 
"workers have been granted limited - 
access to the cfcnntryside to super- 

vise fiodd distribution.; ’ ' ' . 

- South Korean engineers recently 


arrived in North Korea to help 
build nuclear reactors being spon- 
sored by an international consor- 
tium including 1 the US and Japan. 
Pyongyang is complying with a 
-freeze 'on the operation of its cur- 
rent nuclear fedlities, which are 
capable of producing weapons- 
gradfi plutonium. 

Norm Korea recently offered an 
unprecedented apology for a sub- 
marine incu rsion into South Kor- 
ean waters, it has held talks with 
Washington on. missile prolifera- 
tion and let US officials search for 
the remains of soldiers killed in the 

Korean war,. 

US and South Korean officials 


remain divided on how to assess 
these recent events. But the "talks 
about talks” in New York between 
representatives ffom North and 
South Korea, the US and China 
could lead to a diplomatic break- 
through, ending Pyongyang's isola- 
tion and promoting stability on the 
Korean peninsula. 

The discussions which began 
yesterday win focus an setting an 
agenda, deciding the level of repre- 
sentation, and selecting a venue for 
the peace talks proposed a year ago 
by the US and South Korea. 

North Korea Is expected to be a 
tough negotiator despite its eco- 
nomic problems. It is likely to seek 


more food aid before agreeing to 
join the talks. Other demands 
could include the lifting of US eco- 
nomic sanctions and setting-up of 
diplomatic ties with Washington. 

Pyongyang may also seek to 
place on the agenda the with- 
drawal of 37.000 US troops sta- 
tioned in South Korea- Officials in 
Seoul are suspicious of these 
demands because they believe 
North Korea is trying to drive a 
wedge In the security alliance 
between South Korea and the US. 

North Korea had previously 
called for peace talks with the US, 
while excluding South Korea. Its 
initial acceptance in June of the 


four-party talks proposal was thus 
considered an important conces- 
sion. 

Relations between North and 
South Korea remain frosty. “North 
Korea is terrified of the South 
Koreans, while it views the US as a 
more neutral mediator," said one 
western diplomat in Seoul 

But North Korea's diplomatic 
bargaining power is weakening as 
food conditions worsen. A United 
Nations report this week said 
much of this year's food crop had 
been lost to summer drought forc- 
ing Pyongyang to continue to rely 
On international support for its sur- 
vival 



states 



By Bizabeth Robinson 
bi Sydney . ’ 

Ah Australian High Court " 
yesterday ruled state govern- 
. merits could no longer levy 
and - collect revenue from 
tobacco, petrol and alcohol. 
The judgment could mean a 
shortfall - of ,- A $5 bn 
(US$3.7bnX or 15 per cent, of 
states’ revenues. . It also 
hands Cahb&ra greater con- 
trol of the country's..' purse 
strings. . 

The. court found that fran- 
chise fees imposed by states 
on wholesale tobacco were 
to effect a tax on goods, 
which under the constitution 
can only be imposed by . the 
federal government 

Mr Peter Costello, federal 
treasurer, said the govern- 
ment would now take over 
collection of the money on 
states' . behalf if 1 they 
requested compensation for 
the loss in revenues. • 

“The money which would 
have been collected by. the 
states remains and is consid- 
ered a state, tax, -but if the 
commonwealth [federal gov- 
ernment] is asked to assist 
in its collection. . . the com 
monwealtb would see fit to 
do so,” he said. 

Mr Costello said the 


revised system would levy a 
uniform rate; it would be 
effective immediately, and 
should not result in higher 
consumer prices. “We will 
not be party to anything that 
puts up prices.” 

The government would 
require states to reimburse 
wholesalers for the differ- 
ence between the uniform 
tax. arid the previous levy. 
For example. Queensland, 
which, has no petrol tax, 
would have to reimburse pet- 
rol wholesalers for the levy 
estimated at 12 per cent 
•' Mr John Howard, prime 
minister, has made tax 
reform a priority with the 
aim of reducing Income tax 
to favour of indirect taxes. 
But Mr Costello denied oppo- 
sition claims that, the new 
arrangement was an excuse 
to Introduce a national 
goods and services tax. 

Yesterday’s ruling will 
increase pressure to review 
relations between the gov- 
ernment and the states. Mr 
Costello called it “a signifi- 
cant setback for state taxes” 
while Mr Bob Carr, premier 
of New South Wales which 
faces a Agibn loss in reve- 
nues, said: “The common- 
wealth-states’ financial rela- 
tions are a mess.” 


Indonesia picks Russian jets 


By Greg Earl hi Singapore 

Indonesia yesterday said it 
would buy Russian fighter 
aircraft and helicopters fol- 
lowing cancellation of a con- 
tract to buy nine F-lG fight- 
ers from the US because of 
congressional criticism of 
human rights abuses in 
Indonesia. 

Underlining the increas- 
ingly bitter differences wife 
the US over human rights 
issues, Mr Gimndjar Karta- 
sasmita. minister* for 
national development plan- 
ning, yesterday stressed that 
the Russians had not 
imposed any human rights 
conditions on the fighter 
deal negotiated over several 
months but brought to a 
head by Jakarta's decision to 
cancel the US contract two 
months ago. 

The decision to take Rus- 
sian aircraft Is a a snub to 
the US and a significant 
realignment for President 
Suharto, who turned to the 
US for military assistance 
after he came to power three 
decades ago when Indonesia 
was using Soviet-made mili- 
tary equipment 

Indonesia has always 
avoided a single military 
supplier as part of a 
long-standing policy of 
non-alignment and currently 
has aircraft from the US, 






s economic 
frailties come into focus 


J ust when Malaysia 
really heeded some good 
news, a plethora ctf eco- 
nomic problems is ' jfast 
emerging! " ■* 

The anno uncement late on 
Monday of Malaysia's- big- 
gest monthly trade deficit in 
17 years has brought some 
economic frailties sharply:: 
into focus, and some of them 
appear to be stnictural to:, 
nature, economists say. 

The Immediate ^effect of. 
the M$&8bn (US$lbn) trade . 
shortfall for the month of 
June was to trigger wide- * 
spread selling on the local 
stock market yesterday, 
where the main Index fell 
3.42 per cent to a 22-month 
low of 945.08. 

The index is now down 26 
per cent from its high -in 
February, and more than 
M$KX)bo in market value has 
evaporated this year. 

The trade news also 
depressed the ringgit eras- 
ing all the gains it made 
since selective foreign 
exchange controls were 
imposed on Monday in an 
effort to boost the currency’s 
value. The ringgit was at 
M$2.63 to the US dollar in 
late trade yesterday, down 
from M$2L61 late on Monday. 
It traded at M$2.68 before 
central bank curbs were 
imposed. 

It was not only fee size of 
the trade deficit which 
caused concern. Economists 
said it was becoming dear ; 
some of Malaysia’s key man- . 
ufactured goods were losing 
competitiveness. 

Exports of televisions, 
radios, sound recorders and 
telecoms equipment which 
together account for 14 per 
cent of total exports, fell . 
sharply by value in June. 
Overall, exports grew by a 
meagre L8 per cent 
Margins on consumer elec- 
tronics goods are being 
squeezed as lowermost, 
exporters to China and other 
south-east Asian nations vie 
far a share to a nearly satu- 
rated Asian market. Hut 


homegrown structural prob- 
lems are also to blame. 
Labour remains in short sup- 
ply and wages are rising fas- 
ter than output even as the 
cost of land rentals and 
power is climbing. 

“Despite this, we have not 
seen exporters climb the val- 
ue-added chain that much 
over the past two -to three 
years,” said Ms Seema Desai, 
regional economist at Schro- 
der Securities Asia to Singa- 
pore. 

- The government’s goal of 
luring a semiconductor 
wafer manufacturer to Mal- 
aysia -has remained elusive. 
Semiconductor assembly 
operations are likely to be 
hit by an announcement of 
price cuts by Intel, the US 
chipmaker which dominates 
the Malaysian semiconduc- 
tor packaging business. 

'' The depreciation of the 
: ringgit by 4 per cent since 
early July" is unlikely to pro- 
vide much of an export boost 
because the currencies of 
Thailand, - the ■ Philippines 
and Indonesia - where some 
of Malaysia’s competitors 
are based -r- have declined by 
much greater mar gins 

t the same time, ths 
ringgit has, fallen 7 
per cent -against the 
Japanese -yen. "this year, 
meaning fee cost of many 
imported components, such 
as engines' for Malaysia's 
carmakers , and some parts 
for electronics products, has 
soared. 

The deteriorating trade 
picture is coinciding with 
proliferating signs of a slow- 
down in the domestic econ- 
omy. The environment of 
high interest rates caused by 
the ringgit's depreciation 
was likely to slow corporate 
expansion, especially 
because the level of corpo- 
rate indebtedness was high, 
economists said.. , 

“Domestic credit extended 
by the financial system to 
both, the private and public 
sectors is likely to reach 170 



per cent of gross domestic 
product this year, exceeding 
even the highs seen in Thai- 
land.” said Mr Bernhard 
Eschweiler, regional econo- 
mist at JJP. Morgan to Singa- 
pore. 

Car sales, a key barometer 
of consumer spending, are 
growing more slowly than 
last year and a property glut 
is expected in 1998, driving 
rents and some property val- 
ues downward. The growth 
to bank loans, at 27.6 per 
cent last year, had slowed to 
about 10 per cent so far this 
year, bankers said. 

That Malaysia is hearting 
for an economic slowdown 
late this year and next no 
longer appears to doubt, 
despite exhortations from Dr 
Mahathir Mohamad, the 
prime minister, that the 
country’s record of nearly a 
decade of growth at over 8 
per cent annually must not 
be allowed to falter. 

“The question now,” said 
one economist, “is whether 
the government can pull out 
of what is starting to look 
more and more like a very 
painful landing". 

That question takes on an 
added importance because 
Malaysia is embarking on 
several large infrastructure 
projects, all of which will 
require ambitious capital 
spending. Companies have 
begun work on a new admin- 
istrative capital to cost 
M$20bn, a "Cyber-city” to 
cost at least M$10bn. and a 
huge hydro-electric dam 
costing MgiR6bn. 

■While such schemes are 
backed by Dr Mahathir and 
are unlikely to be shelved, 
economists wonder whether 
a M$3Qbn scheme to reclaim 
Islands off the north-west 
coast, a M$4bn project to 
construct the world’s tallest 
building to Kuala Lumpur or 
a planned consumer elec- 
tronics “city” in the jungle 
would survive a sharp eco- 
nomic downturn. 

James Kynge 



Ginandjar Kartasasmita. planning minister, announcing 
the purchase of Russian warplanes yesterday (Mv 


Britain and Australia. 

When Indonesia cancelled 
fee F-16 contract, it also 
broke off participation in a 
US-funded military training 
programme and is now 
increasingly reliant on Aus- 
tralia for tr aining . 

At the time Mr All Alatas, 
the foreign minister, said the 
two military arrangements 
with fee US were being can- 
celled to the interests of 
maintainin g good relations 
with the Clinton administra- 
tion free from congressional 
impediments. 

Last month, the British 
government decided to pro- 


ceed wife fee sale of 16 
Hawk fighters to Indonesia 
in spite of some initial 
human rights concerns. But 
Mr Alatas reiterated only 
last week Indonesia would 
not accept any future 
attempts by the British gov- 
ernment to link arms sales 
and h uman rights. 

Mr Ginandjar said yester- 
day Indonesia would buy 12 
Sukhoi 30R fighters as well 
as eight multi-purpose 
M1-17-1V helicopters for 
an unspecified total 
cost 

He said fee Sukhois had 
been offered at $34m each. 


but fee price still had to be 
settled as part of a compli- 
cated counter-trade deal 
which will see the 
Russians purchase Indone- 
sian rubber, palm oil and 
coffee. 

Indonesia’s ministry of 
defence and security still has 
to negotiate fee final terms, 
technology transfer arrange- 
ments, fee counter-purchase 
products, delivery dates and 
after-sales service. 

After rejecting fee F-16 
deal, Indonesian officials 
examined fee French Mirage 
2000 and Swedish Grippen, 
as well as other Russian jets, 
to search for an aircraft 
which could match fee F-16. 

Officials said the Sukhoi 
has a cruising speed of twice 
fee speed of sound and can 
carry eight tonnes of weap- 
ons. 

The MI-17-iV helicopter is 
a multi-purpose machine 
which is expected to be 
partly used by the recently 
expanded Indonesian Special 
Forces. 

Indonesia recently 
released a defence white 
paper which emphasised its 
lower level of defence spend- 
ing compared with its neigh- 
bours. But it has embarked 
on several re-equipment pro- 
grammes including a deci- 
sion last week to buy Ger- 
man submarines. 


ASIA-PACIFIC NEWS DIGEST 


Beijing replaces 
exchange chiefs 

Beijing is poised to reassert its authority over China's 
volatile stock markets, replacing the beads of the 
Shanghai and Shenzhen exchanges with officials from fee 
China Securities Regulatory Commission (CSRC). The 
move underlines the frustration of China’s regulatory 
authorities, whose repeated attempts this year to rein in 
the unruly markets have met with mixed success. 

Mr Yang Xianghai. president of the Shanghai Stock 
Exchange, is likely to be replaced by Mr Tu Guangsbao, 
head of trading and market supervision at the CSRC. Mr 
Zhuang Xinyi, head of the Shenzhen Stock Exchange, is 
expected to be replaced by Mr Gui Minjie, head of fee 
CSRC legal division. An announcement is expected in the 
next week. James Harding. Shanghai 

m JAPANESE ECONOMY 


Household spending falls 

Japan's June household spending fell by an annual 4.7 per 
cent in real terms to Y3 10.990 ($2,635). marking fee third 
c onsec utive month of annual decline and the steepest fall 
since November 1974, fee government's Management and 
Co-ordination Agency said yesterday. Among sectors 
hardest hit by the downturn in spending were transport 
and communications, which suffered from the plunge in 
vehicle purchases, and durable goods. 

The figures are the latest to a series of poor economic 
data announced over fee past 10 days, belying fee 
optimistic tone of fee Economic Planning Agency's latest 
prognosis. In its economic outlook report for August, 
published yesterday, fee EPA said Japan's economy 
would move on to a sustainable recovery path in the 
second half of fee fiscal year. It acknowledged personal 
consumption and housing starts were being hit by fee 
April 1 sales tax rise. Given Robinson. Tokyo 

U SOUTH KOREAN POLITICS 


Kim reshuffle ahead of poll 


Mr Kim Young- sam, fee South Korean president, 
yesterday removed most government MPs from fee 
cabinet in a reshuffle he said was meant to ensure a 
December presidential election to choose his successor 
would be conducted in a “strict and fair manner”. 

The reshuffle, which affected half fee 22-member 
cabinet, was confined to mainly minor ministries, 
including education. labour, agriculture, environment, 
health and welfare, maritime affairs and government 
administration. The home and justice ministers were 
replaced because of their involvement in developing 
election-related policies. John Burton. Seoul 

Philippines* inflation in July was a steady 4.8 per cent, 
bringing fee seven-month average for fee year to 4.63 per 
cent Analysts said the effects of devaluation might be felt 
in succeeding months. Reuter, Manila 


RHONE-POULENC INFORMS ITS SHAREHOLDERS 


Second quarter 1997 net income: + 20.2% 


*The second quarter 
has confirmed the 
continued growth in 
the Group’s results . We 
are therefore maintaining 
our objective of increasing 
earnings per share by 
20% in 1997 , excluding 
exceptional items (1) ». 

Jean-Rene Fourtou, 
Chairman and 
Chief Executive Officer 


Rhone-Poulenc achieved 
second-quarter consolidated 
sales of FF 23.435 billion, an 
increase of 8.5% on a compa- 
rable structure because of the 
increase in volumes and a 
favorable dollar rate. 

Earnings from operating acti- 
vities rose to FF 2.162 billion, 
an increase of 9.7% on a 
comparable structure. Exclu- 
ding Centeon (voluntary 
product withdrawals), these 
would have increased by 27%. 

Net income was FF 934 million . 
an increase of 20.2% compared 
to the second quarter 1996. 
Excluding Centeon, the increase 
in net income would have 
been 43%. 

Earnings per share were 
FF 2.83, an increase of 17.4%. 


(I) The first half results da not take into 
account the possible effects of the projects 
amounted or June 26, 1 997. 


Rhone Poulenc, 
as one of the 
leading groups 
worldwide 
in life sciences and 
specialty chemicals, 


,p 


contributes, 
through 
its innovations, 
to the improvement 
in human, animal 
and plant health, 
as well as 
to the quality and 
safety of products 
used in industry 
and daily life. 


Contributions by sector: 

■ Pharmaceuticals (Rhone- 
Poulenc Rorer and Pasteur 
MSrieux Connaught). Sales 
increased by 10.6% on a 
comparable structure, as 
a result of good sales of new 
products from Rhone-Poulenc 
Rorer and the strong growth 
in vaccines on the American 
market. 

■ Animal and Plant Health 
Sector (Rhdne Merieux, 
Rh6ne-Poulenc Animal 
Nutrition, Rhone-Poulenc 
Agro). Sales increased by 8.4%, 
on a comparable structure, 
due to the strong improvement 
in sales of fi pronil on the Asian 
and the South American 
markets and Frontline^ on the 
American market. 

■ Chemicals. Sales increased 
by 8.7%, on a comparable 
structure, due to the growth 
in volumes and the deve- 
lopment of s pecialt y products . 

■ Fibres and Polymers. Sales 
rose 1.7% on a comparable 
structure, a result of a good 
level of business activity 
in polyamide. 


For further information: 

Internet: 

http ://www.feone-pouJ enc.com 
Contact: 

Investor Relations Department: 
USA: (908) 821 34 87 
Europe: +33 I 47 68 22 49 

Third quarter 1997 results: 
October 30, 1997 

(NYSE: RP) 
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NEWS: INTERNATIONAL 


Relief and repair team heads for Mir 


By Cfive Cookson, 

Science Editor 

A relief crew lifted off last 
night for Russia’s damaged 
Mir space station, where a 
failure in the main oxygen 
generating system has 
brought a fresh problem. 

A giant booster rocket car- 
ried two cosmonauts, vet- 
eran commander Mr Anatoly 
Solovyov and flight engineer 
Mr Pavel Vinogradov, into 
orbit bom the Baikonur 
launch centre in Kazakh- 
stan. Their Soyuz-TM-26 cap- 
sule is due to dock with Mir 
tomorrow. 


Over the neat two months 
Mr Solovyov and Mr Vino- 
gradov will undertake an 
intricate and dangerous 
series of repairs that will 
determine the future of the 
22-year-old space station. 

The Russian space agency 
is keen, to keep Mir inhab- 
ited for at least two more 
years, with technical assis- 
tance and funding from the 
US. until the construction of 
the planned International 
Space Station is under way. 

The breakdown in Mir's 
oxygen generator is not criti- 
cal in the short term - sup- 
plies held in oxygen canis- 


ters will be sufficient for sev- 
eral weeks - but it adds to 
the repair list 

The main damage was 
caused when an unmanned 
cargo ship collided with the 
laboratory module. Spektr, 
during a docking exercise on 
June 25. Since then Spektr 
has been sealed off, along 
with most of Mir's scientific 
experiments, and the station 
has been running on half 
power because solar panels 
and their associated cables 
were put out of action. 

The cosmonauts expect to 
make up to six space walks 
inside and outside Mir. The 


most dangerous Is scheduled 
for August 20, when they 
will re-open Spektr and 
attempt to re-attach the 
cables. Potential hazards 
include floating chemicals 
and sharp debris that could 
cause a fatal puncture in a 
space suit 

Later, in September, the 
new crew will try to seal an 
inch-long gash in Spektr’s 
outer skin, so that the mod- 
ule can be repressurised and 
re-occupied. 

For a week from tomorrow 
Mir will have five occupants: 
they are the two new cosmo- 
nauts, their exhausted prede- 


cessors - commander Mr 
Vasily Tsibliyev and engi- 
neer Mr Alexander Lazutkin 
- and Mr Mich a el Foale, the 
astronaut representing the 
US space agency Nasa. Mr 
Tsibliyev and Mr Lazutkin 
will then return to earth in a 
Soyuz capsule, while Mr 
Foale stays on board until 
the US shuttle Atlantis 
brings his successor. Mr 
□avid Wolf; in late Septem- 
ber or early October. 

Critics in the US, includ- 
ing members of Congress, 
are growing vociferous, about 
Nasa’s involvement in Mir, 
on both safety and financial 


grounds. But President BUI 
Clinton has indicated that 
astronauts will continue to 
visit the Russian space sta- 
tion. if its defects can be 
repaired. 

Nasa officials say partici- 
pation in Mir has given them 
invaluable experience in pre- 
paring for the International 
Space Station. 

The Russians are keen to 
keep the US on board, both 
for reasons of national pride 
and because Mass’s contribu- 
tion of SI 00m a year for 
using Mir gives their cash- 
starved space programme a 
fjrmmdfli lifeline. 


Zeroual fails to 


Israel’s tourism feels shock 


calm Algeria 


Blasts have cut number of foreign visitors, writes Avi Machlis 


By Route KhaJaf jn London 

A day after Mr Llamine 
Zeroual, the Algerian presi- 
dent, promised tough action 
on terrorism, local newspa- 
pers reported yesterday that 
more than 100 villagers had 
been massacred since Sun- 
day. 

In the worst wave of blood- 
shed to hit the strife-torn 
country since 1992, more 
than 600 people have died in 
Algeria in the past two 
months. 

Algerian newspapers say 
the latest massacres were 
carried out between Sunday 
and Monday, when 76 farm- 
ers were slain in the region 
of Ain Defla, about 120km 
southeast of Algiers, while 
another 35 were killed in two 
separate massacres in Blida, 
only 50km south of the capi- 
tal. The murders were typi- 
cal of the state of lawless- 
ness that prevails in regions 
only an hour’s drive from 
Algiers, where farmers have 
been caught between the ter- 
ror of Islamist groups and 
the pressure of the state to 
stop assisting the armed 
groups. 

The Algerian authorities 
remain silent on the massa- 
cres, and observers and dip- 
lomats are increasingly at 
odds to explain how murders 
continue to take place and 
what their political aim 
might be. 

Last week the opposition 


Socialist Forces Front (FFS) 
said it failed to understand 
“the reasons for the absence 
of official information on 
these hideous crimes, the 
incompetence of the state in 
guaranteeing the security of 
citizens, and the reasons 
why those responsible and 
their leaders are not identi- 
fied. captured and tried”. 

The escalation in attacks 
has coincided with govern- 
ment offensives against 
mountain hideouts of mili- 
tants in Hattatba. 80km 
south-west of Algiers. 

Mr Zeroual on Monday 
said “the state will continue 
to assure, with unfailin g 
deter mina tion, all its respon- 
sibilities so that the crimi- 
nals pay for their actions”. 

His statement came after 
reports last week that an 
armed group attacked a vil- 
lage in Larbaa, 35km south 
of Algiers, killing 51 people, 
while the army was in bar- 
racks only 50 metres away. 
The security forces said that 
bombs had been planted 
near houses under attack, 
preventing army interven- 
tion. 

The Larbaa massacre led 
the opposition Rally for Cul- 
ture and Democracy, an anti- 
Islamist party, to accuse the 
government of deliberately 
ignoring Algerians’ security. 
“There are doubts about the 
government's determination 
to fight terrorism.” said the 
RCD. 


W hen two suicide 
bombers struck in 
the centre of Jeru- 
salem last week, killing 13 
Israelis and setting back the 
peace process still further, 
they also dealt a blow to 
Israel's tourism industry. 

Just days before the bomb- 
ing. the Israel Hotel Associa- 
tion had held a convention 
in Jerusalem to assess the 
prolonged tourism crisis, 
which has seen the industry 
strug gling to fill hotel rooms 
since a wave of bus bomb- 
ings last year. Hopes of a 
return to the rapid growth 
enjoyed in early 1996 against 
a backdrop of progress in the 
peace process have now been 
shattered. 

’’We only hope that six to 
nine months from now, we 
won't look back and say this 
was the beginning of 
another slump." said Mr 
Abraham RosentaL director- 
general of the association. 

The decline in tourism has 
been particularly painful as 
the industry had grown 
accustomed to 10-22 per cent 
annual growth between 1993 
and 1995, compared with 
about 3 per cent growth in 
the industry worldwide. 

“People liked the idea of 
the peace process, stability 
and the possibility of a Mid- 
east torn- package," said Mr 
Rosental, noting that the 
influx in tourists to the 
region was a boon fin* Jordan 
and the Palestinians as well. 
For Israel, however, the 


Sowe« tan* HoMAnootatkin 

tourism boom was a prime 
dividend of the peace pro- 
cess. Foreign tourist num- 
bers rose from less than 2m 
in 1993 to about 2.5m in 1995, 
with revenues climbing from 
about $2.5bn to $3.4bn over 
the same period. Tourism 
receipts in 1995 accounted 
for 4 percent of gross domes- 
tic product 

Twenty-eight international 
hotel chains, including Sher- 
aton and Holiday Inn. posi- 
tioned themselves in the 
Holy Land to cash in on the 
rapid growth. 
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But since last year's bus 
bombings, the number of 
tourists had been falling by 
about 15 percent a year, said 
Mr Rosental 

The hotel association esti- 
mates Israel will forfeit 
about $l.8bn in unrealised 
tourism revenues for this 
and last year. 

Foreign tourist numbers 
this year are projected to 
drop back to the 1994 level of 
about 22m and revenues are 
set to fell to $3bn, or 2.8 per 
cent of projected ODP. 
Although some of the dam- 


age has been offset by an 
upswing in domestic tour- 
ism, hotel occupancy rates 
are declining Grom a peak of 
68 per cent in 1995 towards a 
projected 61 per cent this 
year. 

Some international chains 
have arrived in Israel despite 
the slump, banking on a 
reversal of the trend. But the 
outlook Is grim. 

“The crisis is severe. After 
the bombings in 1996, we 
were hoping the elections in 
May would improve the situ- 
ation,” said Mr Dan Palti, 
general manager of Holiday 
inn in Israel. 

“But that didn’t help. The 
Hebron withdrawal agree- 
ments were signed last Janu- 
ary, but tourism went down. 
Then the government 
decided to build Har Hama 
[settlement, in East Jerusa- 
lem!. ” 

At last week's convention, 
hoteliers stopped short of 
demanding a change in 
Israeli policy on the peace 
talks to help boost their 
industry. But even their 
appeals for government help 
and a cash infusion of $30m 
to boost marketing efforts 
this year and. next appeared 
to fell on deaf ears. 

Without a change in the 
peace process, their efforts 
may be doomed. “As long as 
the peace process remains 
stuck,” said one finance min- 
istry official, “promoting 
tourism to Israel will be a 
lost cause”. 


Aftermath of the bombs 
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INTERNATIONAL NEWS DIGEST 

Jordan makes 
peace move 

Crown Prince Hassan of Jordan and. Mr Abdel Salam 
Majali, Jordan's prime minister, Will today hold talks on 
the Middle East peace crisis in Jerusalem with Mr 
Benjamin Netanyahu, label’s premier. . 

The Israeli prime minister’s office said a summit 
planned for today between King Hussein of Jordan and 
Mr Netanyahu would take place next week although 
Jordanian officials have not yet confirmed this. The 

■Trw Hanian Irntiatrtrp la one nf batotb! rtiplr tmwtir offjnrfti tn 

resolve the peace crisis between Israel and the 
I Palestinians, sparked, by a suicide bombing which killed 
13 Israelis last week. 

Mr Hosni Mubarak, Egyptian president, yesterday held 
talks In Cairo with Mr David Levy, Israel’s foreign 
minister, at which he urged Israel to rethink its 
settlement policies and its decision to impose sanctions ' ' 
on the Palestinians following the bombing. 

Meanwhile, Jordan has announced it will hold elections 
for the kingdom's SOeeat parliament on November 4. 

The Islamic Action Ftont, the political arm of the 
Moslem Brotherhood in Jordan, has called fear a poll 
boycott. Avi Machlis, Jerusalem 

■ RETRIBUTION PLANNED 

Hizbollah threatens attacks 

Lebanon’s pro-Iranian Hizbollah vowed yesterday to carry 
out suicide bomb attacks against targets in Israel a day 
after Israeli troops killed five of its guerrillas in south 
Lebanon. “Israel will witness explosions and suicide 
bombings inside all of its posts. . . inside occupied land,” 
Sheikh Naee'm Rassem, Hizbollah deputy 
secretary-general, told a crowd at a funeral procession of 
four fighters in the south Lebanon town of Nabatiyah. 

Peace talks between Israel and bothLebanon and Syria 
are stalled over Israel’s refusal to withdraw from the 
Golan Heights and from Israel’s south Lebanon . 
occupation zone. Israel captured the Golan Heights from 
Syria in the 1967 Middle East war and carved out the 
south Lebanon buffer zone in 1985. 

On Monday Israeli commandos in helicopters 
backed by warplanes raided suspected Hizbollah targets 
in southern Lebanon, triggering fierce dashes at Kfaur in 
Nabatiyeh. Reuter, Nabatiyeh 

■ MOROCCAN CABINET 

Hassan dismisses ministers 

Morocco’s King Hassan has dismissed 19 out of 36 
government ministers to allow thpm to focus on 
preparations for their electoral campaigns, ahead of 
legislative elections expected by October. 

Ah official statement said that although the Moroccan 
constitution allowed ministers to stay in their jobs while 
campaig nin g for elections, the king found it “preferable - 
from a moral point of view” that they stepped down. 

The decision had been expected for months, and Is one 
reason why much-discussed social reforms are not 
expected to be tackled before the appointment of a 
poet-election government A limited interim government 
is now likely to be named by the king. 

Among the departing ministers is Mr Mohamed. Kabbaj. 
who has held the finance portfolio. Mr Kabhaj lias been 
involved in preparations far a rating for Morocco, ahead 
of a debut Issue of eurobonds. - Rotifer Khalaf. London 


NEWS: WORLD TRADE 


Tokyo is 
confident 
of ports 
accord 

By Bethan Hutton in Tokyo 

The Japanese government is 
confident that threatened US 
sanctions against Japanese 
shipping can be averted, 
despite missing the July 31 
deadline for port reform pro- 
posals. 

Japan’s restrictive port 
practices led to threats ear- 
lier this year by the US Fed- 
eral Maritime Commission to 
Impose from mid-April a 
penalty of $100,000 on each 
visit to US ports by ships 
from three leading Japanese 
shipping companies. 

The threat was suspended 
until September 4 after 
Tokyo agreed at the last 
minute to come up with a 
framework for port practice 
reform by the end of July. 

The Japanese transport 
ministry yesterday said talks 
between the Japan Harbour 
Transportation Association 
(JHTA). which represents 
companies employing port 
workers, and two shipping 
company bodies - the Japan 
Shipowners Association and 
the Japan Foreign Steam- 
ship Association - were 
nearing conclusion. 

The JHTA is at the centre 
of the “prior consultation” 
system, which is the focus of 
most complaints. Under this, 
all changes to port call 
schedules and other issues 
which could affect port 
workers must be notified to 
the JHTA in advance. 

The FMC claims the sys- 
tem is arbitrary, opaque and 
reduces flexibility and raises 
costs. “The JHTA uses its 
authority to disrupt the busi- 
ness operations of its detrac- 
tors, extract payment of 
unwarranted fees, and 
impose operational restric- 
tions, such as Sunday work 
limit s.” the FMC said in Feb- 
ruary. when it first threat- 
ened sanctions. 

It is also pushing for licen- 
sing rules to be eased to 
allow foreign companies to ■ 
set up stevedoring | 
operations in Japan. 

Port labour unions, which 

are behind the JHTA, say 
they were not consulted 
when Tokyo agreed to imple- 
ment reforms. 


US warned over WTO telecom rules 


By Michael Smith in Brussels 

The European Commission has told 
the US that it risks violating its 
world trading obligations because of 
the way it plans to incorporate a 
recent global agreement on telecoms 
market liberalisation into law. 

It is concerned that draft US rules 
implementing a World Trade Organi- 
sation deal in February would result 
in the US being able to deny tele- 
coms licences to foreign companies 
on Ill-defined grounds, including 
"public interest”. 

Brussels is urging the US Federal 
Communications Commission to 
reconsider the rules, which were 
published in June and are due for 


implementation on January l next 
year. In a formal response to the 
proposals it has reserved for the EU 
and member states the right to chal- 
lenge the draft rules under the WTO. 

Although the US telecoms market 
is more liberal than most, EU coun- 
tries believe there is room for fur- 
ther opening up and are anxious 
that their companies are given free 
access to the US at a time when EU 
legislation is forcing them to accept 
greater competition. 

The EU regards the WTO telecoms 
deal as one of the most significant 
trade agreements since the Uruguay 
Round of multilateral talks. It 
believes that the deal provides the 
framework for fairer competition. 


cheaper calls and increased traffic. 

If implemented as intended the 
WTO deal would reduce considera- 
bly the barriers to market entry, but 
the EU is concerned that the US 
proposals would weaken its impact. 

The EU yesterday welcomed a US 
initiative to eliminate an “effective 
competition test” for access to inter 
national telecoms services in the US. 

However, it said it was concerned 
at what it considers to be the US 
plan to use “broad and unclear” pub- 
lic interest factors in deciding 
whether to grant applications for 
licences. The public interest factors 
include “law and enforcement," "for- 
eign policy" and “trade concerns”. 

Brussels believes that the US com- 


mission would use an unclear con- 
cept of “very high risk to competi- 
tion” as a justification for refusing a 
licence. 

It is also concerned that the US 
proposals assume that different safe- 
guards are needed for US telecoms 
carriers affiliated to foreign carriers 
which either have market power in 
destination countries or do not face 
international facQities-based compe- 
tition in the destination market 

“Given the need to ensure prompt 
and fuD implementation of the WTO 
agreement and to provide the expec- 
ted benefits to telecoms users in 
both the EU and the US, the EU 
urges the FCC to reconsider its pro- 
posed approach." it said. 


Mad cow row refuses to die down 

Neil Buckley examines conflict of interests between consumer health and industry 



S eventeen months after 
the UK first 
announced a possible 
link between bovine spongi- 
I form encephalopathy, or 
“mad cow disease", and a 
fetal human brain disorder, 
the international repercus- 
sions refuse to die down. 

Scarcely has the European 
Commission got over Its 
roasting earlier this year by 
the European Parliament for 
allegedly putting the inter- 
ests of the beef industry 
above consumer health, than 
it finds itself attacked by 
industry for putting con- 
sumer protection above sci- 
ence - and facing a potential 
trade row with the US. 

The latest dispute, over 
EU-wide rules banning the 
parts of cattle most at risk of 
transmitting mad cow dis- 
ease from food or other prod- 
ucts, highlights how politi- 
cians' zeal to protect 
consumer health can conflict 
with the interests of indus- 
try and trade. 

The European Commission 
first proposed banning high- 
risk cattle materials - 
mainl y the brain and spinal 
cord - across Europe last 
year. EU ministers rejected 
the plans, saying they were 
unnecessary given the low 
levels of mad cow disease 
outside Britain. 

Pressure on Brussels to 
act, however, escalated this 
year. First came February's 
report from the European 
Parliament sharply critici- 
sing the Commission's han- 


dling of the mad cow affair. 

Parliament threatened to 
use its ultimate sanction - a 
motion to sack all 20 Euro- 
pean commissioners - 
unless Brussels revamped Its 
consumer protection policies 
within nine months. 

Recently pressure has 
come from the UK, whose 
agriculture secretary, Mr 
Jack Cunningham, said the 
UK. which some time ago 
imposed controls on high- 
risk materials, would restrict 
beef imports from other EU 
countries unless they 


adopted similar controls. 

After much arm-twisting, 
the Commission persuaded 
eight out of 15 EU form min- 
isters to support the mea- 
sures last month. That was 
not a qualified majority, but 
under arcane EU rules on 
health issues it was enough 
to allow Brussels to Impose 
the measures - which it did 
last Wednesday. 

But the original proposals 
from Mr Franz Fischler, EU 
agriculture commissioner, to 
ban risk materials from the 
food chain were extended 


and they now outlaw the use 
of risk materials “for any 
purpose”. 

That includes tallow, or 
animal fat used in candles 
and soap. Tallow derivatives 
are used in SO per cent of all 
pharmaceutical products, 
cosmetics, and everything 
from paints to plastics. 

The result says industry, 
could be chaos. Tallow is 
usually made by boiling 
entire cattle carcases, so 
until slaughterhouses and 
processors change their 
practices tallow meeting the 


new rules will not be avail- 
able. 

That in turn, could lead to 
temporary shutdowns of 
manufacturers relying on 
tallow. 

Meanwhile, . countries 
including the US, Canada 
and New Zealand complain 
they could be barred from 
exporting tallow to Europe 
unless they change their 
own slaughterhouse rules. 

The US has already threat- 
ened to complain to the 
WTO and is confident of 
winning the case. 


WORLD TRADE NEWS DIGEST 

Dominican 
piracy protest 

The failure of the Dominican government to enforce 
piracy laws is scaring away foreign investment, according 
to a report by the US embassy. 

In Its latest commercial guide, the US embassy in Santo 
Domingo accused the Dominican government of violating 
the Uruguay Accord, which requires countries to protect 
commercially licensed products from illegal reproduction. 

“The history of corruption and poor organisation at j 

[Dominican] ports constitute additional barriers to 
international commerce," the report said. 

The most commonly pirated products in the Dominican 
Republic are computer programs, films, music recordings, 
and television programmes transmitted without proper 
authorisation, according to police. 

In June, Dominican police raided markets and 
warehouses in the capital, seizing pirated computer • 
software, cassettes, and other illegal goods, after ’ 

Microsoft, the US software group, with Adobe and- 
Autodesk, filed complaints with the Dominican 
Association of Software Producers and the Business 
Software A lli ance. AP-Doio Jones, San Dommoo 

U INDIAN INDUSTRY 


Tata in radiator joint venture 

Tata AutoComp Systems, an affiliate of India's Tata 
group. Mitsubishi of Japan and Toyo Radiator, -Japan’s ' . 
largest independent radiator maker, have formed a joint 
venture to design and main * aluminium brazed radiators 
for cars and lorries. 

The joint venture, Tata Toyo Radiator, plans - 
investment of Rs50Qm It will supply Japanese 

carmakers entering India from a plant near Pune.- 
The investment in facilities for aluminium brazed 
radiators is in line with global trends away from 
traditional copper and brass radiators which still 
dominate the In dian market 
Tata AutoComp Systems is a holding company set up - 
by the Tata group to promote a series of joint venture . 
companies to bring world-class technologies to India and. 
help establish Indian sToTIb in m g iniwriTi g anfi ” 
manufacturing. - \ .Reuter, Bombay 

■ PETROCHEMICALS 

Acid plant investment agreed 

Xndo-Rama Synthetics, the second largest producer of 
polyester in India, has signed a memorandum of 
understanding to form a joint vmiture with two Japanese 
companies to build a purified terephthalic add (PTA) 
plant. - 

The PTA project, set ^through a new company - 
Indo-Raxna Petrochemicals — will be the largest 

inveMtmpnt hy .lapn yiocg 

It will be set up at ParWada hear the port city of 
Vjsahhapatnam in the south Indian state of Andhra' ' \ . 
Pradesh at a cost of Rsl2bh ($335m). indo Rama will 
retain a 60 percent stake in the venture, with the rest . 
split between Itochu, the Japanese trading company, and 
Mitsui Petrocheznical Industries. • 

The equity component of the investment wfil be Rs4bn. 
Indo-Rama will contribute RsUAbn and the two Japanese 
partners Rsi.ebn. The pTA plant , will have a capacity of 
350,000 tonnes per annum and is due to be commissioned 
by the end of 1999. ' ' . Reuter,;Byderabad 







>K5EST~^~ 


ct 

m 

neerisj 

ithdrnv 

ncootrt 

| 

Bem, a 

fttt.as 

ifaydro 

V .***1 
en 
ARC 
“boisii'.r 
P®W6T pf, 

BOttcards whi-v 
g? vwoalfl ici 


near uic* 
large arr 


tumsial 
vtstffif: 
tan? s?v 
wkBi’rs 

TOO". iu. 


s-baijan "to staj 

-use:; v..;; : .*■ 


Uj't. : z. 


g:CN 

s sale of inst 


t ; :fr.- 




jsrers arrest^ 


aufftr 


!£ . Lil^ 

diin^.N* 





**.+1 > . • 


FB5^AN€IAL TIMES WEDNESDAY AUGUST 6 1997 


NEWS: THE AMERICAS 


grow over 


UPS battles 
with strike 





In a triumphant White House ceremony. US president Bill 
Clinton yesterday signed a balanced-budget bin and the . 
largest tax rat in 16 years, hailing the legislation as u a 
true milestone for our generation". 

Surrounded, by beaming congressional Republicans, 
who saw many of their long-cherished goals signed into 
law, Mr Clinton declared: “Together we have fulfilled the 
responsibility of our generation to guarantee the ■; 
opportunity for the next' generation. n 
' The ceremon^was akoccasioh for demonstrating the 
president’s political mastery. He gave no sign that much 
of the legislation contained a Republican agenda - a 
balanced budget by 2002 and $500 tax credits for children, 
for example - which he had embraced and made-his own. 

He dwelt oil tbe education tax deduction winch opened 
the “doors of college for the next generation” and 
expanded medical care far poor children. 

He made' ho mention of the Republicans’ greatest 
triumphs; massive capitalgairistaxrednctions, : 

inhetitancetax cuts ahd child tix credits for families with 
incomes up to $110,000: Three-quarters of the tax relief 
will go ^Americans earning more than $100,000 a year, . 
accoidingtoffie Citizens for T^Justice lobby group. 

The pre^dent praised’the bipartisan effort and called 
foritscdxrtm\»tipn."]tacoriim^ . ■* 

transform this era of challenge into an era of unparalleled 
possibilities for the American people," 'he said. 

He mentioned several tidies the part played by trade in 
the economic boom, foreshadowing the expected battle 
this autumn with the Republican leadership over the 
tight to negotiate new trade deals with countries in Latin 
America and Asia. The president's ^called fast track' '! 
negotiating authority is opposed by populist politicians on 
all sides. - Nancy Dwm&, Washington 

■ ARGENTINA ECONOMY- ! 

$824m IADB loan secured 

The Inter American Development Bank-OADB > has agreed 
to lend Argentina $B24ni, the state-run news agency 
Telam said. A$33Qm loan will be -added to a programme to 
help lOO.OOO ppca - . youngsters find work while a further 
$104m loan wfff go on improvements to the efficiency of 
ports. Tbe state is to contribute$l04m in additional 
resources. : . 

In addition, tl^Buenos Am get a $35Qm 

loan to fund 50 per cent of a programme aimed at 
r^onning the provincial. state and. strengthen its fiscal .. 
system. Mr En^ua lgdesias. IAJDB president, said he ' 
expected the loan to be approved by the first quarto- of 
next year. Reuter, Buenos Aires 

■ us economy . V / ' ; 

Indicators signal strona year 


US economy activrty-slukiM jemain strong for the rest erf 
the year, a report published by the Conference Board, an 
influential private research group, said yesterday. The 
index of leading indicators, a .basket of statistics that ■ 

predicts economic activfiy about.'OT mtmths' ahead, held 

steady in Jure, after an increase of Wi per cent in May 
and a foil of 0.1 per cent In AprH . J ; V - \ • - 
Mr Michael Boldin, project- director tLt the New . . • 
York-based board, said there were strong^dications the 
US economy would continue groWtoga* "fogh w rata than 
the 2.2 per. cent registered ib'tiie secondguarter. The risk ' 
of a recession was small,. he said. . *; - 

In the six months to Jime, the iiidexaicre^^ 
per cent, twice the historical average, Mr Boldin said 
Seven of the 10 leading indicators advanced. Stock-market 
prices and the money supply were the mainpositive ' 
contributors in "June. ‘ Leslie CYmoford,Washington 

■ BOLIVIAN. POLITICS. , 

Banzer returns! as democrat 

Bolivia's General Hugo Banzer today beaubes the first ' 
dictator in Latin America to return as a democratically 
elected president. Under thexecerd^ahiended 
constitution, he will be head of state until 2002. 

Having won mare of the first round jxsnto'vxtiteon 
June 1 than any rival candidate (though stfll under 21 per 
cent), the 71-year-old general has succsedediu putting • ■. . , 
■together what Bolivians are calling a “mega-walition" in' 
Congress. After several weeks of political horse-trading, a 
large majority of the I57 congressraen elected tohoth 
houses pledged support for a Banzer government in a 
marathon Monday night session. 

Gen Banzer ousted another general, Gen Juan Jos£ >. 
Torres, in 1971 and governed Bolivia until 1978 when 
spiralling social unrest obliged him to call elections. He is 
remembered for his authoritarian rule and multiple 
human righfs violations: official figures give 1SJ40 
opponents exiled and 200 killed or “disappeared'’ during 
his seven-year rule. Today however, his supporters point 
out his more recent democratic credentials. - 
Six Latin American presidents - Argentina, Uruguay, . 
Paraguay, Peru, Ecuador and Colombia - win attend 
today’s ceremony in LaPaz. - SaUy Bowen, La Paz 
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Tbe British government yesterday pledged 
to help inhabitants of Montserrat build new 
homes following the series of volcanic erup- 
tions that have left more than half the 
Caribbean island uninhabitable, John 
Kampfher in London writes. 

Ms Clare Short (right), international 
development secretary, said after talks in 
London with Mr Bertrand Osborne (left). 
Montserrat's chief minister, that the UK 
was committed to creating a “viable future” 
for the island. Britain has committed £3 7m 


($60m) to its colony since last August, 
including £6. 5m to build emergency shelters 
for some of the 4.000 people still remaining. 
Attention is being focused on a 15-square- 
mile safe area in the north. 

In spite of the exodus after a volcanic 
eruption on June 25 killed 10 people and 
left nine missing and believed dead, Ms 
Short said a fall-scale evacuation was not 
under discussion. She said she would be 
sending Mr George Foulkes, her deputy, 
this month for talks on rebuilding. 


By Richard Tomkins 
in New York 

United Parcel Service, by far 
the biggest US package 
delivery company, was yes- 
terday operating little more 
than a skeleton service, 
despite efforts by manage- 
ment and non-union employ- 
ees to counter the effects of 
a national strike by blue-col- 
lar workers. 

As the strike entered its 
second day, managers with 
pilots' licences were flying 
some of the company's air- 
craft in an effort to maintain 
deliveries, but UPS acknowl- 
edged it was carrying less 
than 10 per cent of its nor- 
mal volume. 

US businesses across tbe 
states were suffering disrup- 
tion, but most seemed to 
have made contingency 
plans for the strike. Some 
were using the US Postal 
Service or alternative pri- 
vate-sector carriers such as 
Federal Express to make 
urgent deliveries. 

Others, Including some of 
the biggest mall order com- 
panies, were delaying non- 
urgent deliveries in the hope 
tbe strike would end soon. 
But UPS’s management and 


the workers' union, the 
International Brotherhood of 
Teamsters, were not talking 
to each other yesterday, with 
no plans for talks to resume. 

The dispute is over the 
terms of a new five-year 
labour contract, with man- 
agement and the Teamsters 
offering differing versions of 

the main issue at stake. 

The Teamsters say the 
strike is about the manage- 
ment's use of part-time 
workers, which now account 
for 58 per cent of the work- 
force and are paid less per 
hour than full-time employ- 
ees. 

UPS claimed the union 
bad brought up the issue of 
part-time jobs to disguise its 
greater concerns over the 
company's plan to replace 
the existing pension scheme, 
controlled by the Teamsters, 
with a new fund that would 
be controlled jointly by the 
union and the company. 

UPS estimates that the 
12m packages it carries on 
an average working day 
account for more than 5 per 
cent of US gross domestic 
product, but President Bill 
Clinton has so far turned 
down company requests to 
intervene. 
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NEWS: UK 


Opposition describes former BP chairman’s move as an incredible U-tum US-Style 

Beleaguered minister to sell shares 


By John Kampfner 
and Liam HalCgan 

Lord Simon, the Labour 
administration's most prized recruit 
from the business world, announced 
yesterday he is to sell his shares in 
British Petroleum in an attempt to 
end a damaging affair for the gov- 
ernment. 

The former BP chairman's deci- 
sion - which involves £2m ($3.2m) 
worth of shares held in an off-shore 
corporate trust - was described by 
the opposition Conservative party as 
an incredible U-tum 

Lord Simon was appointed the 
mini ster for competitiveness in 
Europe by the Blair government 

Giving his first public statement 


on the issue. Lord Simon said publi- 
cation of BP's second qu arter 
results, along with permission from 
his successor at the company, had 
allowed him to sell the shares “ear- 
lier than originally planned'*. 

He made clear he would donate to 
charity the substantial gains from 
the appreciation in his shares since 
he joined the government on May 7. 
He confirmed that his shares would 
be repatriated in a blind trust, to 
join his non-BP holdings, for which 
full tax and capital gains are liable. 

“I have acted in accordance with 
the letter and spirit of the rules 
throughout this affair; I have acted 
with complete propriety." he said at 
a hastily-convened appearance at the 
trade and industry department “I 


deeply regret the innuendoes put for- 
ward by the opposition in this affair 
and hope they do not discourage 
other business people seeking a posi- 
tion in public life.” 

Lard Simon disclosed that he bad 
joined the Labour party only after 
the general election on May l. 

Ministers expressed confidence 
that the BP announcement had put 
an end to a difficult week for the 
government, which has seen the sui- 
cide of Mr Gordon McMaster, a Scot- 
tish MP, marital break-up for Mr 
Robin Cook, the foreign secretary, 
and the decisive loss of a by-election. 

A cabinet member said: “The 
Simon business has been mishan- 
dled from the start. We weren’t as 
sure-footed as we should have been." 


Mr John Redwood, the Conserva- 
tives’ chief trade and industry 
spokesman, said Lord Simon’s move 
bad vindicated his attacks. 

He pointed to previous assertions 
from mini sters that Lord Simon 
would not sell his shares before Jan- 
uary 199R 

“Labour’s U-turn confirms the 
nonsense of their attempt to bring 
someone into government on the 
basis of their expertise in the oil and 
chemicals industry, but then having 
to prevent them from dealing with 
issues which have a bearing on BP 
because of a personal financial inter- 
est," he said. 

Lex, Page 10 
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Directors may face 
company ‘super-code’ 


By William Lewis 
and Jim Keify 
in London 

Directors and shareholders 
face the prospect of a new' 
■■super-code" on how best to 
run companies following 
publication yesterday of the 
Hampel committee's interim 
report on corporate gover- 
nance. 

Sir Ronald Hampel, chair- 
man of Imperial Chemical 
Industries, plans to merge 
the recommendations of his 
committee with the codes 
produced by its predeces- 
sors. the Cadbury committee 
on corporate governance, 
and the Greenbury commit- 
tee on executive pay. 

The foreword to the Ham- 
pel committee's draft report 
says the committee intends 
to “draw together the con- 
clusions of Cadbury, Green- 
bury and this committee 
into a single set of principles 
and code”. 

However, at a press confer- 
ence. Sir Ronald said that he 
did not know at this stage 
which bits of the three gov- 
ernance committee reports 
would be retained. The 
apparent confusion was 
seized on by corporate gover- 
nance experts, who said the 
key issue was how the pro- 
posed single code was pro- 
duced. 

Ms Anne Simpson, joint 
managing director of Fire, 
the UK’s leading corporate 
governance consultancy, 
said: “A code of codes would 
be ridiculous. Cadbury is 
widely supported by the 
institutions and it has had a 


The Hampel report tackles 
four broad areas in detail. 

• Directors. There is no 
support for German-style 
two-tier boards. Directors 
should submit themselves 
for re-election at least every 
three years. Any director 
who resigns over policy 
should explain why to the 
shareholders. A majority of 
non-executive directors 
should be entirely indepen- 
dent One third of the board 
- at least - should be non- 
executives. 

• Directors’ remuneration. 
Hampel sees “no objection" 
to paying non-executives in 
shares - but like Cadbury 
sees a problem in them 
being given share options as 
it may clond their judgment 
Hampel agrees with Cad- 
bury that contract periods 
should be one year or less, 
though up to two years may 
be acceptable. 

• Shareholders. Funds are 

tangible effect on compa- 
nies." 

Mr Anthony Carey of the 
Institute of Chartered 
Accountants, said: “We do 
not wish to see a rulebook 
approach but we don't want 
a DIY [do-It-youself] manual 
either - there should be 
clear benchmarks." 

As disclosed earlier this 
week by the Financial 
Times, the Hampel commit- 
tee report urges a flexible 
approach by shareholders 
and others in judging corpo- 
rate governance best 
practice. 

The interim report says 


urged - through their pro- 
fessional bodies - hi mesh 
voting codes. At the AGM, 
all companies should pro- 
vide a “full business presen- 
tation". All proxy votes 
should be counted before the 
meeting and the count 
announced after the show of 
bands. Resolutions should 
not be “bundled" together - 
a common practice. 

• Accountability and audit. 
Hampel asks regulators to 
consider reducing the cur- 
rent 10 per cent limit on the 
proportion of andit income 
which an audit firm may 
earn from any one client - 
to help bolster auditor inde- 
pendence. It also recom- 
mends that directors shonld 
not have to declare in the 
accounts that internal con- 
trols are “effective". Hampel 
says the word - which has 
caused great problems - is 
too sweeping and almost 
meaningless. 

shareholders should drop the 
so-called “tick-box" 
approach, of chucking com- 
pliance to rules, and instead 
take account of the diversity 
of “circumstances and expe- 
rience among companies”. 

Overall, the report was 
well received by companies 
and shareholder groups j 
thoughthe Trades Union 
Congress attacked the report 
for recognising the Impor- 
tance of stakeholders but not 
proposing measures to 
account for their views. 

Rotten boroughs. Page 8 
Lex, Page 10 



Rail staff in uniform protest 

Rail staff who work for Conner South-East are protesting 
against then* new uniform after suffering mocking 
comments from passengers, Andrew Balger writes. 

The company, the UK transport subsidiary of the French 
water group. Compagnie Generate des Eaux (CGE), runs 
trains from London Victoria to towns on the south coast of 
England. Last year, Conner began issuing a distinctive 
uniform (above), bearing the company colours of blue, with 
a bright yellow waistcoat and a bine peaked cap with 
yellow braid. The RMT trade union said yesterday that 
three of its members had been subjected to disciplinary 
hearings for not wearing the full uniform - including the 
hat - in hot weather. It said that undo- British Rail, the 
former state system, staff were allowed not to wear hats. 
Cornier denied disciplining anyone. PktwtAMgrMMood 


Big record retailers to open online stores 


By Alice Rawsthom 
in London 

Virgin Megastores and HMV. two of 
the UK’s largest record retailers, are 
developing plans to launch internet 
sites selling albums, videos and 
other entertainment products. 

The online initiatives may encour- 
age record companies to accelerate 
plans to sell music from existing pro- 
motional internet sites, bringing 
them Into competition with their 
retail customers. 

Selling albums over the internet 
could also affect pricing in the UK 


music market. Virgin’s and HMVs 
online operations will compete 
against US based internet retailers, 
such as CDnow and Tower Records. 
These sites sell albums at US retail 
prices, which are significantly lower 
than in the UK. 

Virgin’s and HMVs online record 
shops appear as Waterstone's and 
Dillons, the UK book chains, are fin- 
alising proposals to sell on the inter- 
net Books and music axe among the 
most popular areas of internet retail- 
ing in north America. 

The online music market was 
worth $l8.2m last year and should 


increase to $47m in 1997, according 
to Jupiter Research, a US internet 
research consultancy. It expects the 
market to be worth $l.6bn, repre- 
senting 7.5 per cent of global music 
sales, by 2002. 

Optimistic forecasts for the online 
market, coupled with the threat or 
losing sales to US sites, which 
already sell a third of their products 
outside north America, prompted 
Virgin and HMV to set up their own 
internet record stores. 

Virgin, part of the W.H. Smith 
retail group, plans to introduce a 
website soon. It will stock the 140,000 


product lines sold at its flagship Vir- 
gin Megastore on London's Oxford 
Street 

Consumers will e-mail orders and 
credit card details to the site. Their 
orders will be posted to them by 
Virgin Entertainment Direct (VED), 
a direct sales division. 

HMV, a subsidiary of the EMI 
music group, is adopting a more 
cautious approach to going online. 
Next month, it will introduce an 
internet information site through 
which consumers can e-mail orders 
to the HMV Direct mail order 
service. 


system 
proposed 
to update 
cricket 


By Patrick Harveraon 
in London 

English summers may never 
be the same again. The rul- 
ing body of English cricket 
yesterday unveiled a “radi- 
cal" plan to modernise a 
sport that has been left 
largely untouched since the 
legendary WG Grace was 
putting willow to leather to 
dramatic effect during the 
reign of Queen Victoria. 

Under the changes, the 
long-standing English 
county championship would 
be replaced with an Ameri- 
can-style system of three 
separate “conferences” and 
end-of-season playoffs. 

The one-day game would 
also be restructured, more 
floodlit night cricket would 
be encouraged, and amateur 
minor county and club 
cricket would be reorganised 
along more professional 
lines. 

The proposals to restruc- 
ture the sport were drawn 
up by Lord Maclaurin. chair- 
man of the England and 
Wales Cricket Board and the 
former head of the Tesco 
supermarket group. He was 
brought in to sort out the 
game last year after the woe- 
ful record of the English 
cricket team in international 
matches became too much 
for the sport's administra- 
tors to bear. 

Yesterday. Lord Maclaurin 
outlined the plan at Lord’s, 
cricket’s notoriously stuffy 
London headquarters, with 
the aid of a slick audio- 
visual presentation accompa- 
nied by a throbbing elec- 
tronic dance music track. 

The aim of the chang ps, he 
said, was to reduce the quan- 
tity and improve the quality 
of cricket played at the top 
of the sport. The reforms 
would make the game more 
attractiv e to fans, television 
viewers and sponsors, he 
said, and attract more reve- 
nues to the game. 

Die reforms were not as 
radical as some had expec- 
ted- In particular. Lord 
Maclaurin and Mr Tim 
Lamb, the ECB chief execu- 
tive, rejected the idea of 
creating^ football-style two- 
divisionT county champion- 
ship with promotion and rel- 
egation. They concluded that 
this would jeopardise the 
financial survival of some 
smaller counties. 

Lord Maclaurin said he 
was confident his proposals 
would be approved by the 18 
first-class counties and the 
non-professional minor coun- 
ties and league cricket clubs 
when they meet next month. 

The changes may not 
please everyone, particularly 
the cricket-loving tradition- 
alists - such as former 
prime minister Mr John 
Major - who treasure the 
ancient structures and gen- 
tle rhythms of a game often 
played at a somnolent pace 
in front of sparse crowds 
made up mostly of retired 
colonels wearing blue blaz- 
ers and striped ties. 


Editorial comment. Page 9 


UK NEWS DIGEST 


in $260m deal 

ICL, the UK systems and services* offshoot of Fqjitsu. has 
won a £ 2 60m ($2SOm) five-year outsourcing contract to 
manage part of the telecommunications business of BG, 
formerly the state-owned British Gas. • 

Under the deal, ICL will own and manage the telecoms 
infrastructure used by Transco, BG’s pipeline-business. 
This will also include the transfer of Transco’s microwave 
radio network, which includes 300 radio masts as well as 
a network management system. 

ICL also intends to use the spare capacity in the 
Dansco network to offer its own network services to 
large corporate users. The group is in the process of 
applying for a national telecoms licence. 

ICL will pay £30m for certain BQ assets. BG wfH have 
an option to buy back the assets if the contract is not 
renewed. Christopher Price, London 

■ STERLING’S STRENGTH ' 

Service sector business ‘choked’ 

Sterling's strength is begin- 
ning to choke off business 
for UK service providers 
even though they are less 
exposed to international 
competition than most 
manufacturing firms. In its 
latest monthly survey, the ~ 
Chartered Institute of Pur- 
chasing and Supply said 
yesterday it had found- “the 
first evidence of the 
strength of the pound dam- 
aging the competitiveness 
of UK service providers”. 
The rate of growth of new 
business slowed slightly in 
July, but the CUPS said its . 
results still suggested that 
the official estimate of service sector output growth for 
the second quarter could be revised upwards. The Office 
for National Statistics meanwhile reported a 0. l per cent 
fall in manufacturing production between the first and 
.wnwH quarters of this year. This came in spite of a 0.4 
per cent rise in output in June- following a 0B per cent 
decline in the preceding month. The statistics office said, 
sterling’s strength had “no obvious effect" on the figures. 
But Ms Marian Bell, an economist at Royal Bank of Scot, 
land, said manufacturing was suffering from the “sterling 
aff ec t" and being hit by import substitution. Production of 
cars fell by 3.1 per cent between the first and second 
quarters. Richard Adams and Robert Chote, London 




■ NORTHERN IRELAND : 

Protestant parades crisis eases 

A possible weekend clash in Northern Ireland-appeared to 
have been averted yesterday when the Protestant Appren- 
tice Boys organisation accepted police orders to reroute 
parades through two nationalis t villages and in Belfast 
the capitaL 

The para de s, by local members of the or ganisat ion, 
were due to be held on Saturday before they set off to the 
main 12,000-strong Apprentice Boys* annual parade in 
Londonderry, the second-largest city, in Northern Ireland. 
Residents of the nationalist Bogside district in the city 
had said they would stage a counter parade if the village 
and Belfast parades were not re-routed or were allowed to 
go ahead without the agreement of local nationalist 
residents . .. ; • . .. 

■ VIDEO RETAIL DATA 


Rentals decline as sales rise 

Die popularity of the video versions of Friends, the hit 
television series, and Independence Day, last summer's 
Hollywood blockbuster, together with the Spice Girls* pop 
video triggered a 10 per cent increase in video sales to 
17.16m units in the first half of this year, according to fig- 
ures from the British Video Association- By contrast, the 
rental sector continued to decline. 

The BVA's analysis suggests that the number of rental 
transactions fell by 7 per cent during the first half; 
against the same period in 1996. Alice Rawsthom, London 

m HOLIDAY STRIKE 


Ferry workers accept offer 

Scottish ferry workers have voted unanimously to accept 
a union and management deal, priding a strike which - 
marooned thousands of holidaymakers at resorts on - 
islands in the Clyde estuary. The 160 ratings decided to • ' 
return to work after accepting an agreement between 
state-owned Caledonian MacBrayne and their RMT trails- •' 
port union. A joint statement from both sides said a 3 per 
cent pay rise had been accepted. Andrew Bolger, London. 


CONTRACTS & TENDERS 



GUJARAT MARITIME BOARD (INDIA) 


Invitation of proposals for expression of interest for development of 
the ports on green-field sites on BOOT basis. 

Gujarat Maritime Board (GMB) invites the proposals for expression of interest for 
development of the ports on following green-field sites on BuikJ-Own-Operale and Transfer 
(BOOT) basis. 

1, MAROLI 2. VANSl-BORSl 3. HAZIRA 4. MITHIV1RDI 5. SIMAR 

Proposals are also invited for construction and operation of Ro-Ro ferry terminals near 
Gogha. Dahej and Surat. 

GMB has completed technical feasibility studies for all the above mentioned port locations 
through reputed international Consultants. Study for Ro-Ro terminal is under progress. 

Interested enterprise may be a Firm, Company, Joint Venture or Consortium of Indian or 
Foreign origin. The interested parties prossessing financial and managerial capabilities of 
port development, port management, stevedoring, export/impori trade and captive cargo 
may apply in the format prescribed in qualification document The document also contain 
executive summary of the project sites studied by the Consultants and board parameters of 
BOOT principles applicable for the project 

GMB will short-list the proposals and issue the detailed documents of Pre-Feasibility Report 
done by the Consultant to pre-qualified parties to submit detailed proposal for development 
of the proposed green-field site. 

Tentative schedule of activities: 

(1) Last date for purchase of document - 30-08-1997 

(2) Last date for submission of Intention of interest - 30-09-1997 

The document can be purchased from the Head Office of Gujarat Maritime Board at 
Ahmedabad (India) on payment of Rs. 25,000/- or on payment of 750 US Dollars by crossed 
Demand Draft in favour of Vice Chairman & Chief Executive Officer, Gujarat Maritime Board*. 
The bid document can be made available by courier by paying an additional amount of 
Rs. 500/- for inland and Rs. 2000/- or 60 US Dollars for outside India. Only one bid document 
is to be purchased for submitting proposal for any of above mentioned sites. 

Correspondence dearly marked "Submission of Interest for development of all weather 
direct berthing deep water modem port* may be addressed to: 

VICE CHAIRMAN & CHIEF EXECUTIVE OFFIER 

GUJARAT MARITIME BOARD 

0/2 O. New Mental Hospital Compound, Meghaninagar, 
Ahmadabad-380 016 (Gujarat State), INDIA 
Telephone No. +91 (079) 376270 / 376590 Fax No. +91 (079) 2125216 / 376306 
Telex No. 01 21 -6375 GMB IN 


No. 01S23 nr |W 

IN THE HIGH COUBTOF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTX8 OF 
PINE TOP INSURANCE COMPANY 
LIMITED (IN PROVISIONAL 
LIQUIDATION) 

AND 

in the mattes of the 

COMPANIES ACT 1*85 
NOTICE it hereby green IhaL by jh Order 
ekBcd 29 July 1997 made hi the Hi£i Coun 
of lattice in (he miner of Pine Top 
liuanmce Company Limited I'lbe 
Company H a meeting 'em ordered to be 
Bjmmcned of Scheme Creditors (a defined 
in the scheme of ai t an gc me a n referred to 
bckxvi of the Company for the purpOw: of 
onnadortng and. U bought &. agreeing to a 
■chenvofdiJupuuuH proposed B> be made 
between the Company lad ill Scheme 
Creditors pursuant to Section 423 of the 
Compare Aet 19*5 (The Scheme” L 
The meeting will be held oa Tuesday I4tb 
October 1997 at The [romance HalL 20 
AMennanbmy. I-ondon EC2V 7WY at 1 1 era 
I m dnn time. 

Creditors may an end and vole at the 
meeting either in person or by prosy and 
are. m any e*aa. requested u compter the 
dnaynemd Tonn of proxy and return h to tie 
proviaionel liquidators st Pioc Top 
Itoreuce Cooaparry Li mi ted. 130 Minorca. 
London EON I NT. England by 5 pm oo 
Friday 1003 October 1997 if Dot so 

returned, prosy Fonts will son he valid if 
received by die pnreitianal rkpridators by 
post or by (ax no later than dx dale of the 
meeting or by personal delivery not later 

than he lane al which the penm appointed 
to eaeieuea lei ■fpotaaor , a rifte to vote or 
the cretfimr kneJf rtenmes in ngtu to vroe. 
The Oarirmare of the uxxtai g s u liberty to 
accept faxed forms of proxy but is entitled 
so require production of die original if he 
consider* this la be nec es sary or desirable 
Cor the purperea of venficatlan- 
Each Scheme Creditor or his prosy will be 
required To register hla attendance u the 
meeting prior to die cun incitement of the 
meeting. Registration will commence al 
10am. 


Annual consumption higher than in any other European country 
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'e xarat keep~ 
-an : eye on 

C'ftit " a^Bins; 

£, ; j&eable, ^ and .’ 

: hfghftr nnoliassional present-' 
• &]ipteivieyfa.$et& Snow ". 

■ baa 1#: fiw'. gobd; Jeremy 
•' pajnTwri; vffig most affective 

- political intenrievteran tele- 
.vfctoV fateving a sabbatical 

■ faot to mention twins) whfo 
writing* took; and 'those 

' mTwafn'g- the' shop. do' nidtl 
is^ itf-Tie ^too diear ibout' 

- what sort o£^ : 'hnsinesa they 
are suniosed to be looking 
after. There are ominous 

signs that' someone is trying 
. to enlist the prog ramme - in 

■ the. old Birtian- ‘Inisskm to 

explain" - .y. j. ■■-'• .‘ r 

Uhtil recently you could 

■ j-ely cmJXeufsraglato provide 
a lateevemng jiigest.ofthe 
news for grown-ups, .with 
discussions starting from the 

‘ assumption that the audi- : 
ence already had. some idea 
of wh?t-w£ks going- on in. the/ 
world. Now, often the tone 
reminds, your-of Janet and 

■ John. Last week a reporter 
figghed her lipstick /at the - 
camera .and. as - though 
addressing the Spice Girls . 
fan club; trilled, 'rhetorically 

- ^s at this point -that the 
phrase Integrated transport 

,pohcy. usually crops up. But 
what does . that mean?” The 
world is- already chock-a- 
blodt wMr. television far the - 
gmmlessi Newsmght was one 
tarwii enclave far the think- 
ing viewer. If vire cannot rely 
: on. BBC2 to - sustain even 
that, then, television will, 
indeed,: become merely part 


Television/Christopher Dunkley 

Into the desert 


of Priestley's predicted 
. "admass". 

. ★ 

It is biud to avoid, schoden- 
freude -wlien told that the 
ratings for formula one 
; motor racing have - tumbled 
since TTV used its. money- 
bags to take coverage away 
from the BBC. To be fair, it 
seems pretty clear that the 
Tmrin reason for the decline 
is the -disappearance of a 
credible British challenger; 
the ratings remained healthy 
so long as Damon Hill had a 
nhunffw of winning the world 
title.: What seems odd is 
nV’s behef that lost viewers 
can. be clawed back by pad- 
ding out coverage with qual- 
ifying laps, trackside inter- 
views, and stunts such as 
racing - drivers giving a long 
start to a family saloon and 
- then haring round, the cir- 
cuit . to overtake just before 
th e fwnrtah. 

* 

There were some strikingly 
beautiful pictures of the Ara- 
bian desert, by starlight in 
Channel 4’s True Stories pro- 
gramme ahnirt Michael- Ash- 
er’s attempts to check the 
truth of T.E. Lawrence’s 
giaima about the speed of 
some of his famous camel 
journeys in the desert Asher 
was . horrified When he failed 
to Tnateh Lawrence’s times. 


But, however pretty the 
pictures, why did we have to 
follow his fruitless and 
repetitive efforts for 80 min- 
utes, given that in the final 
three minutes of the pro- 
gramme he popped into the 
British Museum and proved 
from Lawrence’s diary that 


before Its recent death, What 
The Papers Say could be 
witty and trenchant in the 
bands of a good presenter 
such as Paul Foot But since 
tfelvyn Bragg abandoned 
the BBC’s Read AU About It 
20 years ago to take over 
mrs main arts series, all 
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the Harms in The Seven Pil- 
lars Of Wisdom are exaggera- 
tions - or, to be frank, 
lies? 

★ 

Television has never been 
much good at making pro- 
grammes about its own out- 
put. In fact it has shown 
little flair for programmes 
about any aspect of any 
mass medium. Barry Nor- 
man’s Fdm 97, which began 
as Film 72, still provides an 
admirable weekly review 
when it is on the air and. 


book programmes have been 
flash or shallow or both. 
And since the BBC killed 
Did You See? there has not 
been a worthwhile critical 
programme about television. 

Unfortunately the intro- 
duction of Nightwatch at 
midnight on Tuesdays ou 
Channel 4 has not changed 
this. Here is yet another 
cheap phone-in. with yet 
another presenter whose 
chief qualification seems to 
be his non-English accent. 
The subjects are dispirit- 


ingly predictable: The Tele- 
tubbies, the treatment of 
homosexuals on television, 
sci-fi series such as Star 
Trek, and so on. If visual 
chewing gum is wanted, we 
already have BBCl. ITV. 
Channel 5, satellite and 
cable television. Why can 
we not have something a 
little more rigorous and 
thoughtful from BBC2 and 
Channel 4? 

★ 

No one ever seems to pub- 
lish a Top io ratings list for 
the “alternative technolo- 
gies". the satellite and cable 
networks, although BARB 
does issue individual top 
tens for each one - Sky 1, 
UK Gold and so on. So here 
is a Satellite/Cable Top 10 
constructed from those lists 
for the week ending July 20 
(see table). Apart from show- 
ing what a huge part is 
played by The Simpsons in 
winning the alternative 
channels their aggregate 12 
per cent share of the 
national audience, what this 
also proves is that none of 
the 34 “alternative” channels 
could get a single pro- 
gramme into any of the Top 
Thirties on BBCl, ITV or 
Channel 4. Babe would slip 
onto the bottom of the BBC2 
list at No 24. Coronation 
Street and EastEnders are 


currently getting audiences 
above 16m. 

+ 

The fact that a programme is 
lowbrow American rubbish, 
and technically crude, may 
mean that it is likely to 
become fashionable, but it 
does not prove that it is 
clever, ironic, or witty. King 
Of The Hill, Channel 4*s new 
so-called "adult” animated 
cartoon on Friday nights, 
featuring yet another dead- 
pan American blue-collar 

famil y, is mar ginall y better 
than the boring Simpsons, 
and much better than Beavis 
And Butt-head (which puts 
you in mind of a couple of 
toddlers standing behind a 
garden gate shouting 
“Knickers” at passers-by). 
But all 30 minutes of King Of 
The Hill are not worth five 
of any Hanna-Barbera Tom 
And Jerry cartoon, nor one 
minute of Wallace and 
Gromit. 

★ 

The Thursday night BBC2 
series How Buildings Learn, 
written and presented by 
Stewart Brand, produced 
and directed by Janet Lee. is 
proving to be the most sane 
and thoughtf ul ever made on 
the question of what archi- 
tecture can and should 
mean. Last week's pro- 
gramme made the unargu- 
able - yet rarely heard - 
point that the best places to 
live are those which have 
grown up in response to 
needs, a process at the oppo- 
site end of the spectrum 
from “town planning". 
Unhappily there are only 
two more editions to go. 


Shaw Festival, Ontario 



O n Lake Ontario, 
Just out of earshot 
of the famous 
Falls, is Niagara- 
on-th e-Lake. During : the 
North-South “War of 1812”, 
retreating American troops 
burned, the . village to . the 
ground; now,-, the town 
resembles, a hundred other 
picturesque North American 
towns with. 10th-century his- : 
tones. -‘.the odd: Victorian 
edifice, houses in “colonial” 
style with generous porches 
and verandas, aid shops and 
warehouses converted into 
restaurants and bars. 

George Bernard Shaw and 
, his contemporaries are cele- 
brated here every year, from 
April to October. The Shaw 
Festival format is much like 
Stratford, Ontario’s: four 
plays in repertory at each of 
three theatres, the purpose- 
built Festival Theatre and 
two smaller -venues, the 
restored . Royal - George 
“opera house” and a: con- 
verted assembly room in the 
old Courthouse. There are 
two Stew prodnctians : this 
year, phis The Chocolate Sol- 
dier- the hoary old operetta 
based notionally on Arms 
and the Man - add “contem- 
porary” plays from Seagull, 
Hobson’s Choice Taod Harley 
Granville Barker to a farce 
seen in the Wert End the 
year Shaw died. - 
Though the - actors are 
mostly - : Canadian, the 
accents where required are 
near-faultless British. A curi- 
ous exception-; was - Peter. . 
Hutt’s weary; affable mid-At- 
lantic monarch fsx-Ih JGood 
King Charles’s Golden Days, 
But it hardly mattered ; in 
Shaw’s- 1339 charade, which 


has little but weary affabil- 
ity to rec ommen d it. 

King Charles, his brother 
York (soon to be James ID. 
the Quaker George Fox, Nell 
Gwyn and two other royal 
mistresses all turn up, more 
or less unannounced and 
unwelcome, at Isaac New- 
ton’s house. For two acts 
they all talk anH talk; fo the 
third, the King comes home 
to his Portuguese Queen 
Cathfrinfl (Sarah Orenstein, 
who injected a welcome dose 
of volatile sophistication), 
and they talk and talk, with- 
out a plot in. sight- - 

All the Shavian worldly- 
wisdom about history . and 
politics depends on sale his- 
torical hindsight, masquer- 
ading ' in the favoured 
mouths as genial prescience. 
As for- the naive sexist jibes, 
they come badly from a play- 
wright who once declared 
Beatrice and Benedict’s rep- 
artee to be more Billings- 
gate. StID, it is good to have 
seen the piece; now one need 
•never sit through it again. 

From Shaw's earlier, bet- 
ter years we had Bin War- 
ren's Profession, in a produc- 
tion by Tadensz Bradedri 
that I can scarcely imagine 
improved upon. A ripe, feisty 
Mrs Warren - her secret pro- 
fession. is managing a string 
of Continental brothels 
from Nora McLeBan, who is 
soon to play Dolly in 
Hello... and tried ont some 
pre-echoes of that lady. to. 
excellent purpose; stylish 
accounts of her gentleman 
friends from David Schur- 
maim, Robert Benson and 
Norman Browning. 

.. Better still was Ben Carl- 
son. engagingly mock-naive 



Jan Alexandra Snath and Nora McLellan in an excellent production of ‘Mrs Warren’s Profession' 


as young Miss Warren’s 
swain (and possibly half- 
brother). Best of all, Jan 
Alexandra Smith as Cam- 
bridge-trained Vivie, his 
inamorata: sharp, fetching 
and intelligently witty with 
nice mimicry of angular 
well-educated English-girl 
gaucheness. Delightful sets 
by Leslie Frankish, too. 

The Chocolate Soldier was 
a sticky affair, not to say 
tacky - evidently aimed at 
the elderly American coach- 
parties who constituted most 
of the audience. The Seagull, 
directed by Nefi Monro, was 


stronger and kindlier than 
Peter Hall’s recent Old Vic 
version in London, with Jan 
Alexandra Smith reappear- 
ing as a shy, muted Nina, 
and Arkadina and her Trigo- 
rin played equally for disillu- 
sioned maturity and compas- 
sionate laughs by Fiona Reid 
and Jim Mezen. Canadian is 
a good tongue to be temper- 
ate in, not so apt for Russian 
anguish; the action 
remained somewhat tame, 
though touching. 

In Vernon Sylvaine’s old 
farce 7731 Any Gentleman?, 
which once enjoyed almost a 


year's run with Robertson 
Hare, going British again 
seemed to release anarchical 
spirits among the company. 
They mimicked high White- 
hall style to perfection, at 
hurtling speed, with all the 
stock characters brought up 
fresh as paint. There 
wouldn't be the slightest 
point in recounting the plot; 
but it was irresistibly silly 
and funny, and seemed to be 
over in no time - and we 
were still laughing. 

That was produced by the 
festival's artistic director 
Christopher Newton, whose 


ardent, knowledgeable affec- 
tion for British theatre is 
unmistakable. Programme- 
notes are unusually good; 
the festival’s "literary advi- 
sor” is Ronald Bryden, a 
Canadian well remembered 
here for his thoughtful Lon- 
don theatre-reviewing. 
Britain’s loss has been Nia- 
gara’s gain. 

David Murray 

Mrs Warren. Seagull, Charles 
and Gentleman? continue in 
repertory onto October 27/ 
28. 


Ballet/Clement Crisp 

‘Juliet’ carries 
the Kirov 


F our years ago the 
Kirov Ballet 
brought a staging of 
Lavrovsky's Romeo 
and Juliet to London for the 
first time. This was the bal- 
let which bad opened the 
Bolshoi season at Covent 
Garden in 1956 and had 
bowled us over, from that 
thrilling initial moment 
when we saw Ulanova in the 
Prologue's triptych of the 
lovers on either side of Friar 
Laurence. The Kirov version 
in 1993 was shoddy:a pro- 
duction meant for tonring, 
trimmed in effects, danced 
with exquisite reluctance by 
most of its cast 
Returned to the Coliseum 
on Monday.it still looks odd. 
The Pyotr Williams designs 
have a cursory air; the cos- 
tuming is a triumph of hab- 
erdashery over art; the 
opening triptych is omitted, 
albeit listed in the pro- 
gramme. But there is spirit 
to the piece now, and some 
honour to the performance. 
I don’t think it is a particu- 
larly decent view of Lavrov- 
sky’s ballet, whose pan- 
oramic sweep won our 
hearts in 1956, and some of 
the characterisations are 
flimsy. Yet at its heart ou 
Monday was Altynai Asyl- 
muratova’s Juliet, and she 
justified every moment. 
None of the other playing 
came near her. Viktor Bara- 
nov is an unimpassioned 
Romeo, but the role is not 
very interesting in this ver- 
sion. All eyes are on Juliet, 
as they were in 1956 when 
Ulanova’s simplicity and 


beauty were luminous with 
feeling. Save for Ilya Kuz- 
netsov’s bright-muscled 
Tybalt, the other chaps are 
cyphers. 

I t was Asy I m nra to va's 
evening, and wonder- 
foL (It was also Alexan- 
der Titov's, for the way 
he exposed the fierce ten- 
sions of the Prokofiev 
score.) Asylmuratova looks 
adorably young as the child 
of the first scene, and rav- 
ishing in beauty. Grown to 
sudden womanhood, she is 
seen as a ballerina in entire 
command of her art. Ges- 
ture, pose - held and held 
and held, so tbat the 
moment and the feeling 
burn on the air - are 
reduced to their most potent 
essence. The dance is strong, 
clear. The role lives, marvel- 
lous in truth. (Only one dis- 
appointment: the run to 
Friar Laurence - so potent 
with Ulanova, and with Pli- 
setskaya: a wave, a soul in 
flight - goes for nothing. 
Not enough stage space, per- 
haps.) 

For the rest, performances 
more credible than in 1993, 
and street-brawls of proper 
ferocity. Costuming is still 
for the Vladivostok Amateur 
Operatic Society in Kiss Me. 
Kate . Two very vivacious 
street urchins had better be 
put under house-arrest. But 
who cares, when Asylmura- 
tova dances. 

The Kirov continues at the 
Coliseum, London WC2 until 
August 9. 


The Proms/Richard Fairman 

US intelligentsia 
on a free rein 


I t is not often that the 
controller of BBC Radio 
3 is to be found stand- 
ing in the arena for a 
Prom, but that is where 
Nicholas Kenyon chose to 
listen to the multi-direc- 
tional surround sound of 
Roger Reynolds’s The Red 
Act Arias, the biggest BBC 
commission this season. 

The American Reynolds, 
now 63. is hardly known in 
the UK. His formative 
period was the 1960s, which 
he spent experimenting with 
electronic music and multi- 
media, and he has stuck 
with that agenda. The Red 
Art Arias, a full-scale work 
for a large orchestra and 
chorus on stage and any 
number of taped noises off 
relayed through loudspeak- 
ers, certainly does not make 
life easy for anybody. 

The subject is ostensibly 
the relationship between 
Agamemnon and Clytem- 
nestra, as related in classi- 
cal tragedy. But Reynolds’s 
programme-note is soon tell- 
ing us about the “interplay 
between multiplicity and 
singularity" and the “polar- 
isation of social and individ- 
ual imperatives”. Take a 
deep breath before the 
music starts. This is Ameri- 
can intelligentsia on a free 
rein for 40 minutes. 

One disgruntled prome- 
nader remarked wearily 
tbat ft had gone into injury 


time after the first 15. The 
music is fairly dense, with 
blocks of choral sonnd 
extending around the audi- 
torium, enlivened by some 
clear-beaded writing for the 
orchestra. I liked the style 
of the impersonal Greek 
chorus, the sense of great 
events resonating from long 
ago, but wanted more sense 
of direction. It is hard to see 
how this static music could 
ever generate an opera, as 
Reynolds intends. 

The BBC Symphony 
Orchestra under Leonard 
Slatkin only sounded moder- 
ately happy about it, though 
the BBC Singers worked 
their usual wonders. Harriet 
Walter was the narrator and 
a veritable army of audio 
software personnel were 
listed for sound effects. The 
one whicb started like 
amplified knitting needles, 
turned into the demolition 
of a building and ended as a 
fly-past by Concorde was 
mightily impressive. 

Unfortunately, all the 
rehearsal time seemed to 
have gone on the premiere. 
Ensemble was all over the 
place in Mahler’s First Sym- 
phony after the interval and 
it would have been a tired 
performance if there bad not 
been a conductor on hand 
with such a certain grasp of 
tbe symphony. Against the 
odds Slatkin brought the 
music vividly to life. 






■ EDINBURGH ; 

Edoiburgh International Festival 
Tel: 44-131-473 2000 
DANCE 

Tftaip! new works by Twyla. 
Tharp: Sweet Fields, danced to 
Shaker hymns anti other 
American choral musks, “66” and 
Hemes, with musks by Philip 
Glass: at tte Edinburgh 
Playhouse; Aug IT 

OPERA 

Platee: by dean-PHHippe Rameau: 
Directed and choreographed by 
Mark Morris, this production - 
sung in French,- with English 
supertftfes .- stars tenorJean-Paul 
Fouch4court In the title role, with 
Diana Montague and Frangois le 
Roux as Jurton and Jupiter, With . 
the Mark Morris Dance Group, 
Royal Opera Chorus and 
Orchestra of toe Royal Opera 
House-. Conducted by Nicholas . - 
McGegan; at the Edinburgh 
Festival Theatre; Aug It' * 


EXHIBITIONS ; . 

Royal Scottish Academy 


Tet 44-171-624 6200 
Sir Henry^ Raeburn (1756-1823): 
major exhibition of around 
seventy works by this most 
famous of Scottish painters, 
bifaglng together the works 
owned by toe National Gallery 
with loans from around the world; 
to; Oct 5 


■ LONDON. 

coNcaws •*." 

BBC: Proms,- Royal Albert Haft . 
Tet 44-171-589 8212 
•' BBC. Scottish Symphony 
Orchestra: conducted fay Martyn 
Brabbuis in works fay Bartdk, 
Strauss and Mahler. With soprano 
Inger Dam-Jensen; Aug.7 

• -.Evgeny Kissen toe Russian 
psanist gives a solo recital - a 
Proms Innovation - of works by 
Haydn, Liszt and Chopin; Aug .10 
•-. Georgian Folk Songs: 
performed by the all-mate Rustavi 
Choir, conducted byAnsor 
BtomaHhviG; Aug 8 . . 

• JErf BSkrfi&vek conducts the 
BBC Symphony Orchestra In 
works by Bartbk, Luciano Berio, 
Schubert and Dvof&k. With 
mezzo-soprano Michelle 
DeYoung; Aug B 

• Trevor Pinnock conducts the 
English Concert and Choir in 
works by Bach; Aug 6 

DANCE .. 

London CoGseum 
Tet 44-171-832 8300 

• The Kirov Ballet Fbkine 
Programme 2: Les Sylphhtes, 
Scftgh&BZBde aid The Firebird, 
seen here together in 1995, 
provide the finale to toe 
month-long season; casts vary. 




Aug 7, 8, 9 

• Romeo and Juliet presented 
In the original version by Leonid 
Lavrovsky, set to Prokofiev’s 
score; casts vary; Aug 6 

■ PESARO 

Rossini Opera Festival 
Tet 39-721-33184 
CONCERTS 

• Latvian Philharmonic Chamber 
Orchestra; in works by Mozart, 
Rossini and Caikavskfj; with piano 
soloist Massimo Lambertini; 

Aug 8 

• Rossini’s Petite Messe 
SolenneRe: performed by soprano 
Carmela Remigio, contralto 
Mariana Pentcheva, tenor Juan 
Diego Florez and bass Michele 
Pertusi. With pianists Arnold 
Bosman and Rosetta Cucchi. and 
Federica lannelia on harmonium; 
at toe Teatro Rossini; Aug 1 1 

OPERA 

• IlSignor Bnischino: directed 
by Roberto de Simona With toe 
Ort-Orchestra of Tuscany 
conducted by Con-ado Rovaris; at 
toe Auditorium Pedrotti; Aug 10 

• Mofee et Pharaon: presented 
m the version he adapted for toe 
Paris. Opera rn 1827. Rossini's 
opera - created as Moses in 
Egypt In 1818 - fe staged by 
Graham Vick. With the Orch e stra 
of the Teatro Comunale di 
Bologna, conducted by Vladimir 
JurowsW; at the Patefastival; 

Aug 9 

■ SALZBURG 

Salzburg Festival 
Tet 43-662-844501 


CONCERTS 

• Ensemble Modem: conducted 
by Hans Zander in a programme 
including works by Essl; at the 
Mozarteum; Aug 6 

• KJangforum Wien: conducted 
by Johannes Kalitzke in a 
programme including works by 
Essl; at the Mozarteum; Aug 7 

OPERA 

• Die Entfuhrung aus dam Serail: 
by Mozart New production. 
Conducted by Mark Minkowski 
and directed by Francois Abou 
Salem with designs by Francine 

Gas par. With the Mozart 

Orchestra Salzburg and the 
Konzertvereinigung Wiener 
Staalsopemchor; at the 
Residenzhof; Aug 6, 11 

• Die ZauberflGte: by Mozart 
Christoph von Dohnfinyi conducts 
a new production by Achim 
Freyer. With the Vienna 
Philharmonic and the 
Konzertvereinigung Wiener 
Staatsopemchor at the 
Feisenreitscule; Aug 6, 8, 10 

THEATRE 

Libussa: by Franz Grillparzer. New 
production directed by Peter 
Stein, with sets by Moidele BIckel. 
Libussa is played by Dfirte 
Lyssewski; at the Pemer-lnsel; 
Aug 6, 7. 9. 10, 11 

■ SANTA FE 

OPERA 

Santa Fe Opera 
Tel; 1-505-986 5900 

• Arabella: Janice Watson sings 
the title role of Strauss's opera, in 
a new production directed by 
John Cox. The conductor is John 


Crosby; Aug 6 

• Ashoka’s Dream: world 
premiere of Peter Lieberson’s 
opera, with a libretto by Douglas 
Penick. Conducted by Richard 
Bradshaw, in a production 
directed by Stephen Wadsworth; 
Aug 8 

• La Traviata: Linda Brovsky 
directs this new production of 
Verdi's opera, set in the Parisian 
demimonde. Christopher Larkin 
conducts; Aug 9 

• Semele: new production of 
Handel's opera, conducted by 
John Nelson and directed by 
John Copley. Elizabeth FutraJ 
sings the title role; Aug 7 

■ SCHLESWIG- 
HOLSTEIN 

CONCERTS 
Music Festival 
Tel: 49-431-567080 

• Oslo Philharmonic; conducted 
by Martss Jansons in works by 
Nordheim, Bartdk aid Dvorak; at 
the Musikhalie, Hamburg; Aug 1 1 

• Philharmonie der Nationen; 
conducted by Justuz Frantz in 
works by Rossini, Mendelssohn, 
Respighi and Verdi; at the 
Rinderstall, Hasddorf on Aug 5; at 
the Schloss, Kiel on Aug 6; at the 
Muslk- und Kongresshalle, 

LObeck on Aug 7 

■ TANGLEWOOD 

CONCERTS 
Tanglewood Festival 
Tel: 1-617-931 2000 

• Boston Symphony Orchestra; 
conducted by Seiji Ozawa and 
Lukas Foss In works by Bach, 


Foss and Bizet With flautist 
James Galway and violin soloist 
Tamara Smirnova; the Shed; 

Aug 8 

• Boston Symphony Orchestra: 
conducted by Charles Dutoit in 
works by Beriiaz, Rachmaninoff 
and Bartok. With piano soloist 
Yefim Bronfman; the Shed; 

Aug 9 

• Boston Symphony Orchestra: 
conducted by Charles Dutoit in 
works by Ravel, Rouse and 
Haydn. With cellist Yo-Yo Ma; the 
Shed; Aug 10 

fa Clarinet player Richard 
Stofeman and pianist Lukas Foss: 
perform works by Gershwin, 
Copland, Ives and Foss; Ozawa 
Hail; Aug 7 

• Juillard String Quartet in 
works by Mendelssohn, Copland 
and Schubert; Ozawa Hall; 

Aug 6 

■ VERONA 

OPERA 

Arena dl Verona 
Tel: 39-45-800 5151 

• Aida: by Verdi. Conducted by 
Nello Santi in a staging by 
Gianfranco de Bosio, revived by 
Susy Attendoil. Casts vary; on 
Aug 1, 10 & 15 Maria Guleghina 
sings toe title role 

• Carmen: by Bizet Conducted 
by David Gimenez, in a staging by 
Franco Zeffirelli; Aug 7 

• Madama Butterfly; by Puccini. 
New production. Conducted by 
Angelo Campori. with designs by 
Beni Montresor: casts vary; Aug 9 

• Rigoletto: by Verdi. Conducted 
by Nello Santi in a revival of Lotfi 
Mansouri's staging; Aug 8 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Edward Mortimer 


D emir el country 

While Turkey’s politicians argue among themselves, its 
businessmen are strengthening ties with Europe 


The town of Isparta. in 
south-western Turkey, lies 
off the main tourist routes. 
It is more than 100km 
iniand from Antalya, sur- 
rounded by bare and rugged 
bills. But it is prospering. 

One reason for this 
becomes obvious as you 
drive through. In the town 
centre is a statue of a 
stock>' little man with arms 
outstretched, clutching a 
broad-brimmed hat. You 
pick up hints of his identity 
as you drive along SQley- 
rnan Demirel Boulevard, 
which leads out of town 
past Suleyman Demirel Uni- 
versity. Silieyman Demirel 
Botanic Park and Suleyman 
Demirel Forest. 

Keep driving and you 
reach the town's newest and 
proudest possession: Siliey- 
man Demirel Airport, 
opened last month by - 
you've guessed it - Presi- 
dent Suleyman Demirel, 
Turkey's head of state and 
Isparta 's favourite son. 

After opening the airport, 
Mr Demirel inaugurated a 
textile factory, an event 
symbolising much that is 
hopeful about today's Tur- 
key. but connected with 
much that is worrying. In 
the factory, two years ago a 
greenfield site. 750 women 
and girls from neighbouring 
villages are employed, using 
modern German sewing 
machines to produce 
clothes, mainly for the UK 
market. AIJ wear head- 
scarves. This seems quite 
normal in this rural milieu, 
though in the city it would 
imply rejection of Turkey's 
official secular culture. 

The fabric for the clothes 
is shipped from the UK. It 
returns as dresses, skirts 
and trouser suits sold in 
such well-known chains as 
Wallis, Next, Oasis and 
Richard shops. The manage- 
ment team, led by an 
Englishman, includes sev- 
eral Greek Cypriots. “Never 
mind Agenda 2000," said Mr 
Demirel. referring to the 
European Commission's lat- 
est paper on European 
Union enlargement, which 


angered many Turks by fail- 
ing to put them even on the 
waiting list for membership. 
•‘This is how we are enter- 
ing Europe." 

The Turkish investor who 
made all this happen, taking 
advantage of the EU-Turkey 
customs union which came 
into force last year, is Mr 
Sait Dilek, a 30-year-old 
Kurd. If Mr Dilek had built 
his factory back home in 
the south-east be might 
never have got it hooked up 
to the national grid, since 
he could not have mobilised 
Mr Demirel's influence with 
the state-owned electricity 
company. Political connec- 
tions are crucial in Turkey, 
as Mr Dilek understands. He 
also has links to the Mother- 
land party, enabling him to 
pull off the double coup of 
getting Mr Mesut Yilmaz. 
Turkey’s new prime minis- 
ter. to join the president at 
bis opening ceremony. 

Time was when Mr Yil- 
maz would have been as 
unlikely to show his face in 
Isparta as Mr Demirel 
would have been to wel- 
come him. But in June. 
prodded by the army, the 
former rivals joined forces 
to get rid of the previous 
government. That govern- 
ment had been seen by 
many Turks, especially in 


the secular middle class, as 
an unholy alliance between 
what they regard as mili- 
tant Islam and political cor- 
ruption. 

The army has been 
spared, for the moment the 
need to “save democracy" 
and preserve Turkey’s secu- 
lar tradition by staging Its 
fourth coup in less than 
four decades. Mr Demirel, 
deposed as prime minister 
in two coups, invited Mr Yil- 
maz rather than Mrs Tansu 
Ciller to form a government 
when Mr Necmettin 
Erbakan stood down. A pro- 
cedure has been started 
which may lead to the ban- 
ning of Mr Erbakan's party. 
This hardly seems demo- 
cratic or prudent, given it is 
the largest party in the pres- 
ent parliament. 

These events have coin- 
cided - though it may not 
be pure coincidence - with 
the beginnings of a thaw in 
Turkish-Greek relations. 
One of the military- 
diplomatic establishment's 
many accusations against 
Mrs Ciller is that last year 
she exploited a clash with 
Greece in the Aegean for 
her own political advantage. 

The Turkish establish- 
ment does not like politi- 
cians meddling irresponsi- 
bly in such matters, nor 
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Suleyman the Magnificent in his home town Isparta 


does it want quarrels with 
Greece to get in the way of 
Turkey's relations with the 
rest of Europe. 

It can be assumed that Mr 
Demirel acted with the 
army's approval when he 
agreed a joint statement 
with Mr Costas Slmitis, the 
Greek prime minister, at 
last month's Nato summit 
This ruled out the use or 
threat of force and promised 
to promote bilateral rela- 
tions based on respect for 
each other’s sovereignty. 

The agreement does not 
mention Cyprus. That 
island, being legally an 
independent state, is not a 
bilateral issue between 
Greece and Turkey. But the 
conflict there has for 40 
years been the issue that 
most arouses public opinion 
in both countries. 

It may well arouse them 
again if the EU honours its 
pledge to start membership 
talks with the purely Greek- 
Cypriot government in the 
south of the island early 
□ext year. That could 
prompt Turkey to act on its 
threat to bring the Turkish- 
occupied north into formal 
union with the mainlan d. 

This danger should 
impart new urgency to the 
search for an agreement 
between the two Cypriot 
communities, whose leaders 
are due to meet again in 
Switzerland next week. 
Unfortunately the EU dead- 
line coincides with Greek- 
Cypriot presidential elec- 
tions due in February before 
which it is hopeless to 
expect any substantive con- 
cessions from President 
Glafcos Clerldes. 

No one doubts most Turks 
and Greeks, on Cyprus and 
in the two motherlands, 
genuinely want peace. Yet 
somehow the search for 
agreement always stubs its 
toe on democratic proce- 
dures. In Cyprus elections 
are deemed to make moves 
towards peace impossible, 
while in Turkey it has taken 
army intervention to nudge 
elected politicians towards 
rapprochement with Greece. 
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Lack of proper structure is stumbling block 
to tax harmonisation within the EU 


From Mrs Celia Hampton. 

Sir, Fiscal harmonisation 
across the European Union 
may be a “big catch” in the 
Ashy sense, but there may 
be a bigger catch in the 
sense of a stumbling block 
(“The big catch”, July 23). 

The principle of “no taxa- 
tion without representation" 
means that the people 
should not have to pay tax 
unless their representatives 
have had a chance to vote 
for it, normally through a 
directly elected parliament 
Yet the directly elected 
European parliament has no 
say in anything that the 


European governments 
agree to do collectively on 
tax. As with other matters 
outside the explicit scope of 
the treaty, parliament has to 
be consulted but the Council 
is under no duty to take any 
notice of its opinion. 

Should the national gov- 
ernments unanimously 
agree on some form of fiscal 
harmonisation, each govern- 
ment would be obliged to 
introduce the new regime 
without the national legisla- 
tures having any say in the 
matter. 

A new tax measure would 
almost certainly mean that 


someone's tax burden some- 
where in the EU would 
increase. It might then find 
its way to the European 
Court- Although the repre- 
sentation principle is based 
in political science rather 
tb?in strict law, the Court 
might find that it is part of 
the general principles of law 
drawn from the constitu- 
tional traditions of the EU 
countries. 

The ElTs structure is not 
yet ready to handle direct 
taxation. The executive arm 
of government has to be bal- 
anced. by the legislative and 
judicial arms. There would 


he no balance if the legisla- 
tive function were carried 
out by the Council atone, it 
represents the member 
states, not the people. 

The modesty of the 
reforms agreed at the : . 
Amsterdam summit in June 
suggests EU governments 
are not yet willing to give 
the parliament the represen- 
tative power it needs if tax is 
to become a European issue. 

Celia Hampton, 
editor,.. • - 

FT Business Law Europe, 

40 Anson Road, 

London N7 0AB, UK 


Sovereignty is not undermined 


From Ms Us Parrott 

Sir, Professor John Gray is 
incorrect to suggest that the 
entrenchment model of the 
Canadian charter of rights 
and freedoms undermines 
parliamentary sovereignty 
(“Civil liberties proposal a 
‘cop-out’", July 29). 

If in a particular case the 
courts have to resolve a con- 
flict between the rights set 
out in their charter and 
other legislation, the charter 
rights are given precedence. 
The courts either “read in” 
the missing rights or, alter- 
natively, make It clear that 
in the particular circum- 
stances part of the statute 


no longer applies. Parlia- 
ment then, however, has a 
choice: either clean up the 
statute, to comply with the 
ruling, or reenact the stat- 
ute adding a clause stating 
that the provision applies 
“notwithstanding" the char- 
ter - which prevents the 
court from disapplying the 
provision of the statute. 

Under both models, parlia- 
ment remains sovereign: the 
difference is that in Canada, 
the decision is public, 
debated, and accountable. 
With the New Zealand 
model, parliament could 
avoid upholding rights sim- 
ply by default by failing to 


find the parliamentary time. 
Parliamentary sovereignty is 
given its legitimacy by par- .. 
liamentary democracy, 
which is arguably better 
served by the Canadian 
model. But neither model 
needs to be slavishly copied: 
the challenge is, of course, to 
identify a British model 
which would uphold funda- 
mental rights, without creat- 
ing conditions for clashes 
between parliament and the 
judiciary. 

Liz Parratt 
Liberty, 

21 Tabard Street, 

London 5E1 4LA, UK 


Arms sales need common agreement 


From Mr Gary Titley MEP. 

Sir, Your editorial "Clean, 
not clear" (July 29) on the 
vexed issue of arms sales 
was spot on when it pointed 
out that the answer lies in 
Europe. 

The fragmented European 
defence market and the 
almost complete lack of 
intra-EU trade forces EU 
defence companies to export 
arms in order to recoup their 
ever higher development 
costs. 

A European single market 
for the defence industry, as I 
called for in my recent 
report to the European par- 
liament, would lead to large 
economies of scale, so lessen- 
ing the pressure for export 


to third countries. 

You are also right to say 
that we need a European 
wide policy for aims exports. 
We already have a code of 
conduct, however, consisting 
of eight principles agreed by 
the Council of Ministers. 
What we need now is a com- 
mon agreement on the inter- 
pretation of those eight prin- 
ciples. which should then be 
made legally enforceable. 

The lack of an EU policy 
on arms sales not only 
encourages member states to 
steal competitive advantage 
by “flexibly" applying guide- 
lines. it is also a significant 
obstacle to cross-border 
defence company mergers 
which are essential if the 


European defence industry 
is to survive. 

The trouble is everybody 
agrees about what needs to 
be done but there is cur- 
rently no political will 
among member states to do 
it 

Hopefully, the UK govern- 
ment’s stand will create a 
more positive atmosphere. 
We might even push the 
French into matching their 
actions in the defence field ' . 
with their rhetoric! 

Gary Titley, 

Greater Manchester West 
Euro Office 

16 Spring Lane. 

Raddtffe, 

Manchester M26 2TO, UK 


Practice is 
like fraud 

From Mr Brian Worries. 

Sir. Lord Alexander - 
(Letters. August 1) puts his 
finger on the main problem 
of late payment - cultural - 
attitudes. - . 

Professional concern in 
business is, very properly, to 
husband and conserve , 
resources. Unfortunately the 
line gets blurred between 
properly husbanding and 
conserving a company’s own 
resources and improperly 
holding on to resources 
belonging to others:' still 
worse, using such resources 
to earn Interest and then 
retaining the proceeds - - 
which comes perilously close 
to a legal definition of fraud 
or theft 

Charging interest on the 
overdue debt would help. So 
would shortening due dates: 
“rolling settlement" (Mr 
Martin Simons' letter. 
August 2) is in fact already 
available under the "30 days 
from date of invoice ” 
arrangement 

But the main need is to 
end the deep-seated belief 
that slow payment is “good 
professional practice"; get- 
ting it regarded instead as 
unprofessional, shameful 
ce rtainl y Even actively dis- 
honest. 

Brian Warnes, 
managing director. 

Business Dynamics, 

50a Blackheath Park, 
London SE3 9SJ, UK 


John Plender argues that new plans for corporate 
governance are aiming at the wrong target 

Hampel’s rotten boroughs 


What is wrong with 
corporate governance in the 
UK? The preliminary report 
of Sir Ronald Hampel's com- 
mittee is in no doubt. Com- 
panies are too preoccupied 
with accountability and too 
little concerned with busi- 
ness prosperity. 

The response to the earlier 
codes of the Cadbury and 
Greenbury committees has. 
says Hampel, degenerated 
into “box ticking", whereby 
institutional shareholders 
and their advisers are only 
interested in compliance 
with the letter rather than 
the spirit of the rules. Hence 
Hampel's central recommen- 
dation that companies 
should produce a new state- 
ment in the annual report 
and accounts on how they 
apply a number of broad 
principles of corporate gov- 
ernance. 

Never mind the paradox 
that this critique of bureau- 
cratic behaviour ends up rec- 
ommending another report- 
ing burden. The intriguing 
question is where the evi- 
dence for this charge of irre- 
sponsible institutional 
behaviour comes from. 

Certainly not from the 
published data on how UK 
institutions, the legal own- 
ers of more than GO per cent 
of the quoted corporate sec- 
tor. exercise their voting 
power. 

As the Hampel committee 
itself acknowledges, the vot- 
ing rights belonging to a 
majority of shares are sim- 
ply not exercised. A report 
published by Dr Chris Mallin 
of Warwick Business School 
in 1995, surveyed the top 250 
companies to ascertain the 
voting behaviour of each 
company's top 20 institu- 
tional shareholders. This 
found that the normal num- 
ber of votes cast on any 
given resolution was about 
35 per cent. 

Mallin's findings are not 
very different from the 
results of broader surveys 
conducted by the National 
Association of Pension 
Funds. And they understate 
the extent of institutional 


apathy, because many insti- 
tutions give discretion to 
company chairmen to exer- 
cise their votes as he sees fit 
That is where the real box- 
ticking is going on. 

What survey evidence 
there is suggests that the 
institutional readiness to 
vote against the board is 
minimal. So in spite of the 
emphasis placed by the Cad- 
bury committee, and 
repeated by Hampel, on the 
value of voting rights as an 
important asset of the insti- 
tutions. few ticks are being 
put in boxes to signal discon- 
tent with the way gover- 
nance operates. 

Indeed, in spite of the reli- 
ance of the Cadbury system 
on the use of votes to apply 
pressure to boards, some 
institutions continue to 
argue that a hostile vote, 
even on a min or issue, 
implies a total loss of confi- 
dence in the board. They 
therefore continue to pro- 
vide almost unconditional 
support for boards. 

Those institutions that fol- 
low Cadbury’s recommenda- 
tion to disclose their voting 
policy usually claim to exer- 
cise their votes in precisely 
the way Hampel asks for, 
taking each issue on its mer- 
its and looking at substance 
not form. 

Consider Hermes, which 
manages £16bn of equities 
mainly for British Telecom- 
munications and Post Office 

The risk is that 
this ethos saddles 
wealth creation 
with a bad name 
and erodes the 
legitimacy of 
British business 
in the public 
mind 


pension schemes. 

Its statement an corporate 
governance and voting pol- 
icy says its guidelines “will 
be applied by Hermes prag- 
matically taking into 
account the circumstances of 
individual companies”. 

On controversial areas 
such as the combination of 
the roles of chairman and 
chief executive, Hermes win, 
in exceptional circum- 
stances, consider voting In 
favour provided there is a 
nominated senior non-execu- 
tive on the board and a 
strong quorum of fully inde- 
pendent non-executive direc- 
tors. 

Most funds that publish 
their policies claim to be 
similarly flexible. So what is 
Hampel’s preoccupation 
with box-ticking about? 

As the statistics on voting 
indicate, the Cadbury, 
Greenbury and Hampel com- 
mittees have been reacting 
to a power vacuum left by 
the institutions. If leading 
businessmen, have been pre- 
pared to sit on such commit- 
tees, it has been partly 
through fear that a Labour 
government might otherwise 
move to fill the vacuum by 
statutory means. 

Yet many, like Hampel, 
have become impatient with 
a process they find bureau- 
cratic. With a Labour gov- 
ernment that turns out to be 
unexpectedly friendly to. 
business, suddenly there is 
less pressure to keep up the 
impetus. 

Whether the newly behign; 
Labour view of business, will 
survive the first big eorpo- - 
rate scandal remains to be- 
seen. What matters' at this.: 
stage is that Sir Ronald ; 
Hampel is throwing down ; 
the gauntlet to thfe institiK 
tions by reasserting a,^feht -- 
to manage. 

In fairness,, mudh- of what 
he- says also makes good . 
sense. The gcraerifttace pro- 
cess.' as the report ''declares, 1 ; 
mn only be a means, not air . 
end; prosperity ia; generated . • 
by people, team-work, .lead- - 
ership and. the zest! - =V 

Within the British : legal 


and corporate culture there 
is no real alternative' to 
using shareholders as the 
main focus of accountability. 
But as the report also 
argues, good governance 
ensures that stakeholders 
-with a relevant interest in 
the business are taken iitto 
account. 

The question is whether a 
retreat from flexible rules 
into broad, unenforceable 
principles wifi reverse the 
gains made as a result of the 
Cadbury process. This, as 
Hampel acknowledges; has 
greatly improved the 'struc- 
ture of UK boards - a .benefit 
that will reduce the accident 
rate in the corporate sector 
In the next downturn! .. 

The outcome depends, on 
the institutions, the Hampel 
report has a number^ "of .pro- 
posals for "incrementaf 
reform, many worthwhile, - 
some controversial, jwhich . 
do little- to address the’ big- 
gest governance -shortcom- ; 

iwgr the mstttutionaiisatiOB 

of boardroom inftetfon.";; 

Greenbury^in particular, 
inadvertently’'/ .embedded^ 
ahort-termism m il^hoank 
room by 13^ *1® 

minimum period' for aSSBSSr 
ing directors^ -perfOrzriaiice 

for incentive schemes should 

be •' three- - years.- >. This 
promptly ' ■* became - maxi- 
mum -for most compares. 

. ftrfl fo oMctply - with -tSieeor 

bury’s^dcomiaendatitmthat 
performance criteria should 
be -challenging.' Oncy.-*ggfo 

Lhe institutioi^ ^and^ithefr- 
. i^presehtaltves -..-.af : ->.the 
Nation ^6bciattoa;^;f^ 
ston Funds and the Assxda- - 

tion df British Insured; have 
7 been asleep -on the Job/ -71 ; . 

, - The riskls that tiiikljotten; 
boron gh ' - ethos saddles 
wealth ; creation witfe^had 
nam e- and' erodes "the Iegifi- 
ihacy of Britiah hUstneas-' in 
the -public nrfnri. If irreaDy 
is time for' a 

■ some : compensatory: -a cton - 
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The deal emerging between the 

Thai gove r n ment and the Inter- 

national Monetary Fund win 

help to ensure greater economic 
stability in the short term. But 
an emergency package provides 
no guarantee ol the overdue 
structural reform needed to 
Trial ntoin Thailand’s credentials 
as a tiger economy. 

Thailand has been in turmoil 
since the unsustainable combi- 
nation of a current account defi- 
cit, a credit bubble and growing 
bad debt led to the abandon- 
ment of the dollar peg last 
month. The baht's depreciation 
unleashed currency jitters 
across south-east Asia. 

The government has agreed to 
tie its hands with ah IMF. pro- 
gramme of policies ■ to reduce 
the current account' deficit, 
shore up- fiscal policy, and 
ensure tighter monetary policy. 
Suspending the operations of a 
farther 42 finance companies 
may have sent tremors through 
the markets. But government 
guarantees to creditors and 
depositors, together with the 
availability of up to $15bn in 
emergency credits under the 
IMF programme, should temper 
fears of a financial collapse. 

However, an agreement with 
the IMF is no substitute for the 
reforms needed to ensure that 
the strong growth to which 
Thailand has become accus- 
tomed continues. The authori- 
ties must Improve the regula- 
tion of the financial and 


banking systems, and promote 
greater efficiency in the finance 
sector. High levels of domestic 
savings have for too long been 
channeled into property market 
speculation, making the corpo- 
rate sector over -reliant on for- 
eign capital. 

Restructuring is needed to 
shift production from labour 
intensive goods such as textiles, 
Into hi gher value added sectors 
like electronics. As wages rise. 
Thailand can no longer rely on 
J cheap products to maintain eco- 
nomic growth. Education levels 
have fallen behind the other 
tiger economies, leading to skill 
shortages and frustrating the 
move Into more sophisticated 
manufacturing. 

The Thai authorities went to 
the IMF for help only reluc- 
tantly, having failed to come up 
with their own strategy. It is 
hard now to be confident that 
they will come tip with a coher- 
ent long-term strategy for eco- 
nomic reform and structural 
adjustment 

In a political system where 
vote buying and corruption are 
routine, and where parties 
spend enormous sums to win 
office, politicians often put the 
need to recoup their expendi- 
tures before rational policy- 
making. Measures to clean up 
the political system, which can- 
not be contracted out to the 
IMF, are also a prerequisite for 
the reforms needed to ensure 
continued economic success. 


Bosnia split 


Twenty months after the 
Dayton peace accord, the. 
attempt to create functioning 
common Bosnian institutions is 
paralysed, and Bosnia remains 
partitioned. Meanwhile, the 
attempt by unnamed US offi- 
cials to put blame os the 
harassed international represen- 
tative, Carlos Westendorp. hints 
at a return to the squabbling 
and scapegoat-seeking which 
have dogged Nato policy on Bos- 
nia from its beginnings. 

Of the three nations in Bos- 
nia. only the Moslems want a 
united country; failing that, 
many of them dream of attack- 
ing the Serbs again, now that 
they have been armed and 
trained by the US to a level 
which gives them a real chance 
of regaining their lost homes. 

The international peacekeep- 
ing force, Sfor, is due to leave 
□ext year. If that happens, then 
the war will almost certainly 
resume. Some highly placed 
Americans would say that 
another. Moslem -Croat victory 
would only be justice for the 
atrocities and land-grabbing 
previously inflicted by the 
Serbs. However, not merely 
would such a victory create up 
to 700,000 Bosnian Serb refu- 
gees, it would inexorably lead to 
the Moslems and Croats using 
their American arms on each 
other. 

All the western states have 
become exasperated with the- 
refusal of the three national 
leaderships in Bosnia -to co- 
operate. Equally glaring has 


been their complicity with local 
mobs who have prevented refu- 
gees returning to their homes. 

- - Tougher pressure on the Ser- 
bian and Croatian governments 
is necessary, in order to get 
them to influence their co- 
nationals in Bosnia. The latest 
unofficial American threat to 
resume sanctions against Serbia 
is justified, and the denial of 
certain international loans and 
aid to Croatia should be 
extended.. 

But the west also needs hon- 
estly to recognise that there is 
something inherently contradic- 1 
tory about trying to force people 
to participate in a common dem- 
ocratic government. If this can 
be done at all, it cannot be done 
quickly, and certainly not in the 
year that remains until Sfor is 
due to leave. As Lord Salisbury 
once said (regarding Ireland;: 
“The free institutions that sus- 
tain the life of a free and united 
people, sustain also the hatreds 
of a divided people." 

There is a danger that the 
Clinton administration, under 
pressure from Congress and 1 
public opinion to withdraw US 
troops on schedule, will push 
for a cosmetic agreement, which 
would hold up only long enough 
for the peacekeepers to perform 
an honourable scuttle. Such a 
debacle would provide a humili- 
ating contrast to Nato rhetoric 
about extending security to 
eastern Europe. The west 
should remember that the price 
of security is courage and unity, 
but it is also patience. 


New innings 


The battle of Waterloo may 
have been won, as is claimed, 
on the playing fields of Eton, 
but the game of cricket is an 
enduring image of an English- 
man’s notion of peace. It stands 
for country air. fair play, proper 
dress, and class distinctions. 

“No gentleman ought to make 
a profit by his services in the 
cricket field," The MCC 
ordained in 1878, and the gulf 
between gentlemen and players 
(hired from the lower orders) 
was not ended until 1963. Nowa- 
days all sorts play the game, but 
most of the 18 county cricket 
clubs are still run by buffers in 
i blazers. 

Many of them do not want to 
change the slow rituals of the 
greensward where white figures 
stand for days, awaiting the 
next crack of action or scattered 
applause. But the county game 
is moribund and even its dwind- 
ling supporters know it. 

Against the competing attrac- 
tions of football and rugby, few 
Englishmen will rush to a day’s 
play such as Essex v Leicester- 
shire on Monday. On this day, 
Peter Such bowled 36 overs (216 
balls; without taking a single 
wicket. The match ended incon- 
clusively after the dogged accu- 
mulation of 1,048 runs by the 
two sides. 

The rewards for playing in 
sparsely attended county 
matches are so low that En glish 
cricket produces few players of 
the calibre needed to win test 


matches. As a result interest In 
the game even at the highest 
level has been waning: Some- , 
thing fairly radical is needed if | 
this cycle of genteel decline is to 
be reversed. The proposals 
announced yesterday by Lord 
MacLaurin, chairman of the | 
England and Wales cricket I 
board, may help, especially , 
those for sharpening competi- 
tion in first-class cricket as a 
nursery for test players. 

But {Ticket’s more fundamen- j 
tal problem is that it has 
become too slow for the televi- 
sion age, more often resembling 
trench warfare rather than a 
battle of skills. To increase pop- 
ular support - and income - it 
will need to adopt a faster pace 
with more one day matches and 
fright games. Cricket with 
American razzamataz would 
send shudders, through the 
shires 1 and would not produce 
test players, but it just might go 
down big with the alcopoppers. - 

Lord MacLaurin wants to 
encourage his kind of game in 
schools. .Why not? Cricket and 
the Church were once the pil- 
lars of English education. But 
that was. when gentlemen knew 
their place, and players came 
out of the pavilion by a separate 
entrance. 

It is well to remember George 
Orwell's dictum that after 
Waterloo, the first battles of 
every war were lost on the 
playing fields of Eton. 


Li Ka-shing plants a seed 


By investing in Jardine Matheson, Hong Kong’s top tycoon could 
shake up the territory’s corporate landscape, says John Ridding 


B arely one month 
after the Union flag 
was lowered over 
Hong Kong harbour, 
the territory’s most 
powerful tycoon may be signal- 
ling a new phase in the transfer 
of corporate power. 

Mr Li Ka-shing, it emerged yes- 
terday, has built stakes in Jar- 
dine Matheson, the British- 
controlled conglomerate which 
stood as a corporate symbol of 
empire throughout Hong Kong’s 
ISO years of colonial history. 

The holdings are small - 3 per 
cent of Hongkong Land, the terri- 
tory's biggest landlord, and 3 per 
cent of Jardine Matheson, one of 
the group's main holding compa- 
nies. But speculation is rife that 
Mr Li is considering a bigger 
stake, or even a takeover. 

“If this develops into an alli- 
ance or a bid, then it would 
dwarf the other deals we have 
seen," says the chairman of one 
Hong Kong-based investment 
bank. He was referring to moves 
by local tycoons over the past 
few decades to take control of 
other British-controlled conglom- 
erates, such as Wheeiocb Mar- 
den, and more recent deals in 
which China-backed companies 
have taken strategic stakes in 
Hongkong Telecommunications 
and in Cathay Pacific, the territo- 
ry’s de facto flag carrier. 

A battle or a strategic alliance 
between Mr Li's empire and Jar- 
dines would be rich in symbol- 
ism, for it would match the most 
blue-blooded of Britain's trading 
hongs with the territory’s most 
aggressive local entrepreneur. A 
bid would certainly mark tbe big- 


gest challenge of Mr Li's career. 
Should he seek and win control 
of Hongkong Land. Mr Li would 
gain a virtual monopoly on office 
space in Hong Kong's prime busi- 
ness district and would secure 
his position as one of Asia's most 
powerful businessmen. 

Such a bid could herald a 
broader upheaval in the corpo- 
rate landscape. China has 
pledged to maintain a level 
playing field in the territory's 
business arena but concern 
remains that predators linked to 
China might seek to exploit the 
transfer of sovereignty. It might 
even have a symbolic political 
value. As Mr Nam Park, conglom- 
erate analyst at ENG Barings, 
says: "Because {Jardinesl were 
tbe catalysts for the colonisation 
of Hong Kong, to have new build- 
ings stuck up where the old Jar- 
dine Matheson ones used to be 
would complete the cleansing of 
Chinese humiliation." 

Jardines yesterday was playing 
down the significance of Mr Li’s 
move. "We are pleased that they 
recognise good value in Jardine 
Matheson and Hongkong Land." 
said Mr A lasdair Morrison, man- 
aging director. The company dis- 
missed the notion that there 
might be a hostile bid, and sev- 
eral investment analysts noted 
that Mr Li has a keen eye for a 
quick return. 

The taciturn tycoon certainly 
booked a tidy profit on his latest 
transaction. News of his move 
sent shares in Hongkong Land up 
by more than 20 per cent to 
US$3.12. Jardine Matheson rose 
by ll per cent to US$7.35. But 
some in the financial sector think 


there is more to it than that. "I 
think he is after ultimate control 
or a strategic stake." says Mr 
Chris Wilmot, conglomerates 
analyst at W.I. Carr in Hong 
Kong. Others suggested that Mr 
Li could be acting with China's 
backing to reduce UK influence 
in one of the territory's biggest 
companies, although a meeting 
before Hong Kong’s handover 
between Mr Henry Keswick, Jar- 
dines' chairman, and Mr Zhu 
Rongji, China’s vice-premier, 
underlined Improved relations 
between Jardines and China. 

Predictions that Mr Li is 
merely making the first move in 
a grander scheme are supported 
by the attractions of tbe Jardines 
group and by tbe fact that Mr Li 
has previously tried to get his 
hands on Hongkong Land. An 
abortive bid in 1988 was followed 
by a moratorium in which Mr Li 
and his corporate allies agreed 
not to pursue Jardine companies. 
That accord expired in April 1995. 

The attractions of Hongkong 
Land have grown since then. 
Property prices in tbe territory 
are soaring and the company 
maintains control of most of the 
prime locations in the central 
business district, including much 
of the harbour front. While Hong 
Kong’s other property tycoons 
are clawing back land from the 
sea to capitalise on the robust 
sector, an alliance with Hong- 
kong Land, or an acquisition, 
would at a stroke give Mr Li 
access to some of the world's 
most lucrative property. 

Paradoxically, while the attrac- 
tions of property have risen, 
shares in both Hongkong Land 


and Jardine Matheson have lan- 
guished since 1995, when they 
were delisted from Hong Kong 
and quoted in Singapore as part 
of the group's defiances against 
predators. "They have underper- 
formed terribly," says Mr John 
Godfrey, head of conglomerates 
research at Klein wort Benson. He 
criticises the group for a lack of 
strategic direction and for a poor 
track record over recent years. 

Although the group has sought 
to refocus its attentions on Asia 
and to extricate itself from the 
problems of diversification, its 
results remain lacklustre. Net 
profits fell by almost 20 per cent 
last year to U5$300.2m, due 
partly to exceptional losses at 
Jardine Fleming, its investment- 
banking joint venture, and food 
retailing operations in Australia. 

Such mis-steps and the transfer 
of sovereignty in its main market 
have frequently raised questions 
about predators. But the Keswick 
family has maintained control 
through a series of cross- 
shareholdings which were devel- 
oped after Mr Li's abortive raid 
(see chart), and by the shift of 
the company domicile to Ber- 
muda. where the takeover code 
offers greater protection. Unlike 
other British-controlled conglom- 
erates. notably Swires, Jardines 
has not sought to exploit growth 
opportunities in China or to 
secure its position in Hong Kong 
by selling stakes to mainland 
partners. But might the Keswicks 
anyway cede control? "Abso- 
lutely not,” says Mr Morrison. 

That all suggests Mr Li would 
face his toughest challenge if he 
sought to muscle his way into 


W hen Chinese delegates 
arrived in Hong Kong 
for the territory's 
transfer of sovereignty in June, 
many of them stayed at hotels 
owned by Mr Li Ka-shing. The 
Chinese foreign ministry’s new 
boilding in Hong Kong is built 
on land supplied by the same Mr 
LL Such connections are essen- 
tial to the entrepreneurs of Hong 
Kong, whose success Mr Li epit- 
omises. 

Once a manufacturer of plastic 
flowers, Mr Ll has risen to the 
ranks of the world's richest busi- 
nessmen, with a personal wealth 
estimated at US$1 lbn in a survey 


The China connection 


published last month by Forbes 
magazine. In Hong Kong busi- 
ness circles be is known as 
Superman for bis Midas touch. 

In taking control of Hutchison 
Whampoa in 1979. he broke the 
stranglehold of the big British 
trading hongs. A few years later. 
Sir Y.K. Pao won control of 
Wheelock Marden. 

Mr Li has been quick to 
develop ties with China. An 
early investor across the border, 
he has interests in property. 


ports and infrastructure. Last 
month, his companies acquired a 
stake in China Southern, one of 
the country's biggest airlines. 
ING Barings estimates that over 
the next few years, tbe share of 
Hutchison’s profits from China 
will rise from 5 per cent to about 
13 per cent 

The Cheung Kong chief has 
been careful to cultivate guanxi, 
or connections, across the bor- 
der. A member of China’s prepa- 
ratory committee, the recently 


dissolved body which oversaw 
Hong Kong’s return to China, Mr 
Li has shown tbe close involve- 
ment of business in the transfer 
of sovereignty. 

It has not all been plain sail- 
ing. A large property develop- 
ment in Beijing, overlooking 
Tiananmen Square, was delayed 
amid reports of opposition from 
city authorities and a legal bat- 
tle with McDonald's the tenant 
At the end of last year, Mr Li 
secured the go-ahead. 
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The Irish 
question 

r ■ ' • ‘ • 

So is It to be dewy-eyed 
chanteuse Dana or crusty old 
John Hume far Irish president? 
With the immensely popular 
' Mary.Robinson preparing to bow 
out speculation is mounting 
■- over the republic's next head of ‘ 
stated 

.Hume, head of tbe Northern 
Ireland's Soda] Democratic and 
Labour Party, is keeping 
everyone guessing, Hisabsence . 
this week - apparently on , ' 

' rdigtous retreat - has only 
' stoked expectations that he's 
about to make a momentous 
announcement. • 

V If be does follow Robinson, ' 
Hume would have to tike a 
strictly' non-partisan view of . 
^orthbrn Irelahdpoiitics;tbat 
could be a bard task given his 
long and passionate advocacy of 
•natfonalist rights. But If be 
. dedded tostand, it> unlikely 
that the 6l-year-old would be 
challenged. 

■, There’s certainly little 
-enthusiasm tor other Hkely 
candidates. Former-prime 
minister Charlie Haiijgiey is 
.effectively disqualified following 
past scandals; Albert Reynolds. 

: another political heavyweight, 
would also prove controversial 
after, being ousted from office 
over charges that he mishandled 
.the extradition of a paedophile 


Roman Catholic priest 
Former justice minister Maine 
Geoghegan Quinn is one of two 
or three women who might be 
. tempted to foDow in Robinson’s 
footsteps. But the only 
non-politician indicating an 
! interest is Dana, the 
Londonderry girl who became a 
' national heroine tor winning the 
.1970 Eurovision song contest 
. with “All kinds of everything". 

: Sounds like a good election 
slogan. 


Ship shape 

■ While Thailand was talking 
fiscal responsibility with the 
International Monetary Fond 
yesterday, a reminder of more 
plentiful times was heading for 
the Sattahip naval base south of 
Bangkok. The cash-strapped 
government has just taken 
delivery of South East Asia's 
first aircraft carrier, the 
Spanish-built HTMS 
Cbakrinaruebet - or Tbe Great 
Chakri Dynasty - carries six 
helicopters and nine 
second-hand Harrier jets. A snip 
at only BtTbn. or roughly $280m. 

. Bat whSe the navy's happy 
with its new toy, other branches 
of the Thai military don’t seem 
overjoyed- Like .everyone else in 
the cash-strapped country, 

. military types are having to 
. tighten their shiny belts. The 
government's already pledged to 
out at least $3bn from the 


defence budget - that’s bad 
news for plans to acquire 
submarines, teiiicw, fighter jets, 
satellites and even, new 
automatic rifles. 

Cynics in Bangkok wonder - 
whether the traditionally 
apolitical navy needs its 
impressive-new boat in case it 
gets roped into Thailand's next 
military coup. After all, they 
jest, the country is sinking. 


Island life 

■ Separatists on exotic islands 
usually demand freedom from 
the colonial yoke ~ but down in 
the Comoros Islands it's a 
different story. . Militants on tbe 
small island of An jouan, wedged 
between Mozambique and . 
Madagascar, have been 

marc h i n g in protest. They've 
hoisted the French tricolour and 
made a unilateral declaration of 
“re-attachment” to the mother 
country. 

The Island is part of the 

Federal Islamic Republic of 
Comoro, which won 
independence from France back 
in 1975. The government on the 
neighbouring island of Grande 
Comore is - needless to say - 
refusing to recognise the 
. self-declared Anjouan republic; 
and no one back In Paris is 
taking heed of calls by 
7l-year-old Koranic teacher 
Abdullah Ibrahim, the rebel 
leader, tor France to "listen to 


the cries of distress of tbe 
Anjouan people". 

Jt's not surprising that the 
French are turning a deaf ear, 
they're already engaged in the 
ticklish business of withdrawing 
troops from other African former 
outposts of empire. There’s also 
a suspicion that the patriotic 
upsurge has something to do 
with generous Gallic social 
security benefits. 


In the red 

■ It’s not easy being a 
full-blooded communist in 
Vietnam these days. Most of the 
country is busy making filthy 
lucre and, as the Communist 
Party has started sheepishly to 
admit, many of its members are 
at it too. Take for example Le 
Van Kiem, one of the party's 
best-known sons; he's now a 
RoDs-Royce4riving 
garments-to-textiles 
squillionaire. 

But the party's ideological 
com m issars in Ho Chi Minh City’ 
have decided that enough is 
enough. They’ve declared that 
party members, their spouses 
and children can’t “engage in 
private business" - in other 
words, capitalism is out 
Enforcing the ban in 
free-wheeling Ho Chi Minh City 
wont be easy, as any resident of 
the former Saigon will tell you, 
it's where party wives and 
offspring do their best business. 


Jardines. But it does not mean he 
would fail again. “Hongkong 
Land and Jardine Matheson are 
... :iOt bid-proof." says Mr Wilmot 
at W.L Carr. 

Most speculation centres on 
Hongkong Land. With a stake of 
32 per cent held by Jardine Stra- 
tegic. one of the group's holding 
companies, the property com- 
pany is less tightly controlled 
t han Jardine Matheson. It is also 
more attractive, argues Mr God- 
fray at Klein wort Benson, citing 
the potential for property and 
infrastructure development in 
Hong Kong and China. “Mr Li 
could provide a more dynamic 
strategy." says the head of one 
Hong Kong investment bank. 
“With his contacts he would 
bring a lot to the party.” 

Mr Li could also provide the 
finance for a bid. A US$2bn bond 
issue completed last week by 
Hutchison Whampoa, one of his 
group companies, topped up cash 
holdings and borrowing facilities. 
Investment bankers believe the 
tycoon should be able to raise 
funds to acquire Jardine Mathe- 
son or Hongkong Land, which 
were valued at US$5.4bn and 
US$7.8bn respectively before yes- 
terday's announcement. 

To what extent Mr U wants to 
raise his holdings in either 
remains the big question. Amid 
the hectic trading in Jardine’s 
shares yesterday, it was unclear 
whether Cheung Kong, Hutchi- 
son Whampoa or other of Mr Li’s 
businesses were further building 
stakes. “He has planted a seed." 
says one investment banker. “If 
it grows it could transform the 
corporate landscape." 

Backing in Beijing is set to 
become increasingly important 
for Mr Li and Hong Kong’s other 
tycoons. Mainland-backed busi- 
nesses have expanded aggres- 
sively in Hong Kong. Earlier this 
year, Citic Pacific, the Hong 
Kong arm of Beijing’s flagship 
investment vehicle, took a 20 per 
cent stake in China Light & 
Power, one of the territory's big 
utilities which has been at odds 
with Mr Li's Hongkong Electric 
over planned capacity expansion. 

John Ridding and 
Louise Lucas 


100 years ago 

Philatelic Mania 
A company secretary sends us 
the following amusing letter, 
which reveals a new phase of 
the philatelic mania: Sir.- 
Pennitme to enlist your 
sympathies in an evil which 
befalls secretaries of colonial 
and foreign limited companies 
in London. I have often, and 1 
doubt not many others have, 
received letters and cards 
from most polite foreigners, 
asking minutely the price and 
means of -acquiring shares. A 
short paragraph at the end of 
the letter is the sum of and 
reason for the 

communication. “You would 
be doing me an infinite favour 
if you would send with your 
reply some postage stamps, 
foreign and various far my 
collection." No business ever 
results, or, indeed is ever 
intended, it being only a trick 
to get the stamps. By 
publicity, you might help 
kindly to suppress the 
nuisance. 

50 years ago 

Russia Seizes Oil Refinery 
Austria’s largest oil refinery 
in LobaUi in the Soviet zone 
outside Vienna, the property 
of British and U.S. oil 
interests, has been taken over 
by Soviet troops. The seizure 
was made entirely without 
warning, or prior notification, 
according to company 
officials. 
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Policyholders desert 
Japan’s life groups 


By Gflflan Tett in Tokyo 

The' value of Individual 
policies held by Japan's 44 life 
assurance companies tumbled 
a record Y3,361bn ($28.5bn) 
daring May. as individual 
policyholders lost confidence 
in the sector and started to 
cancel their policies. 

The dealing came after Nis- 
san Mutual, a medium-sized 
life assurance company, col- 
lapsed with losses of more 
than Y300bn in April - the 
first such failure in Japan 
since the second world war. 

The fall in business will fuel 
fears that Nissan Mutual's fail- 
ure will have a significant 
knock-on effect across Japan's 
huge life assurance sector. 

Tbese fears have been 
heightened by new proposals 
to force Nissan Mutual's 
policyholders to shoulder some 
YlOObn of the company’s 
losses by accepting lower bene- 
fits from their policies. 

Mr Andrew Smithers. an 
independent economist, said: 


“The extent of the lasses suf- 
fered by policyholders could 
lead to a collapse In confidence 
in other weak companies - 
anil further bankruptcies." 

Data from the Life Insurance 
Industry of Japan showed that 
cancellations by individuals 
were 20 per cent higher in May 
thaw a year earlier. Over the 
period, new business fell 
by 10 per emit. Between the 
pwri of April wnri the end of 
May. the total value of individ- 
ual policies dropped from 
Y1.497 trillion ( milli on million) 
to Yl.484 trillion. 

This fall, the largest ever, is 
in sharp contrast to the pat- 
tern in recent years, when the 
amount of money in the life 
assurance industry has been 
on a sharply upward trend. 

The proposals to cut Nissan 
Mutual policyholders' guaran- 
teed benefits emerged last 

week when the Life Insurance 
Industry of Japan submitted a 
plan to establish a new com- 
pany, Aoba. to take over Nis- 
san Mutual's responsibilities. 


This plan envisaged that the 
rest of the Industry would con- 
tribute about Y200bn to cover 
the losses, while individual 
policyholders would provide 
some YlOObn by accepting a 
reduction in the amount of 
money that would be paid out 
on their pension policies. 

The hardest hit would be the 
holders of pension policies 
designed for women. People 
who bought these policies in 
1988 could see 42 per cent of 
the face value of their pen- 
sions wiped out, according to 
Mr Smithers. 

Nissan Mutual has asked its 
l.2m policyholders to vote on 
the plan before the end of 
August If more than 10 per 
cent reject it, the plan will 
collapse. 

However, the life assurance 
industry has warned that if 
the plan does collapse all pen- 
sion money will be frozen. Nis- 
san Mutual has also Imple- 
mented financial penalties for 
any policyholders who try to 
withdraw their money. 


D-Mark falls to 8-year low 
of DM1.88 against dollar 


By Andrew Fisher In Franfcfiat 
and Richard Adams in London 

The D-Mark fell to its lowest 
level against the dollar for 
eight years in European for- 
eign exchange trading yester- 
day. prompting speculation of 
Bundesbank intervention to 
bolster the currency. 

In London, the German cur- 
rency shed 1.5 pfennigs to 
close at DM1.879 against the 
dollar. During trading the US 
currency was sold for over 
DM1.88 - Its highest rate since 
1989 - before the D-Mark ral- 
lied in Europe. 

The D-Mark’s fall has 
increased expectations that the 
Bundesbank could let 
short-term interest rates rise 
to lift the currency. The test 
will come next week, when the 
central bank announces the 
next round of securities repur- 
chase (repo) agreements, 
which it uses to provide mar- 
ket liquidity. 

The latest repo, announced 
yesterday, was again at a fixed 
rate of 3 per cent But only the 
first two repos during the four- 
week summer break will be 
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fixed. The third could be 
switched to a variable rate 
next week, allowing it to 
attract investors and halt the 
dollar’s climb. 

Some economists say a small 
repo rise could hit Germany's 
slow recovery, with little effect 
on the dollar. It could also 
anger other European coun- 
tries with currencies linked to 
the D-Mark, especially ahead 
of monetary union. 

Others argue a pre-emptive 
move by the Bundesbank 
could nip inflation in the bud. 

Mr Otmar Isslng, chief econ- 
omist of the German central 


b ank, expressed concern about 
the rising dollar and its impact 
on potential inflation. But in 
an interview with BOrse 
Online, an investment maga- 
zine, be said there was “no 
automatic link" between inter- 
est rate decisions and a partic- 
ular dollar leveL 

“As the dominant world cur- 
rency. the dollar of course has 
special importance," Mr Issing 
said. “It is not the level, but 
the rapid decline in the value 
of the D-Mark that is a cause 
for concern.'' he said in the 
Interview last week, when the 
dollar was below DM2.84. 

Mr Issing also said the econ- 
omy could reach the govern- 
ment's growth target of 2.5 per 
cent. Some economists said 
this suggested that concerns 
about slowing economic 
growth would not hinder a 
change in policy. 

Late yesterday, the Bundes- 
bank denied rumours that its 
central bank policy council 
was planning an emergency 
meeting today, a 
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Li Ka-shing buys Jardine group stake 


Continued from Page 1 

seek to offload their holdings 
following the sharp rise in the 
share price. 

Others believed Mr Li was 
targeting Hongkong Land, pos- 
sibly In concert with other 
groups. “I think there is a gen- 
uine intention to either strike 
a deal with the Jardine group 
or. if they won’t play ball, to 


make a general offer,” said the 
head of research at one US 
investment bank. 

He said Mr LI might be seek- 
ing to put pressure on Jardine 
to gain access to Hongkong 
Land’s property portfolio in 
the territory’s business dis- 
trict 

However, there was agree- 
ment that it would be difficult 
for Mr Li to secure control 


over Jardine companies 
because of complex cross-hold- 
ings at the conglomerate. 

Jardine Matheson says the 
Bermuda takeover code under 
which it operates would give 
voting rights to Jardine Strate- 
gic Holdings, its lynchpin, 
even though it comes under 
the same management. This 
would not be allowed under 
other jurisdictions. 


US warns 
Mexico to 
stick with 
Zedillo 
policies 

By Daniel Dombey 
in Mexico City 

Mr Lawrence Summers, 
deputy secretary of the US 
Treasury, yesterday warned 
Mexico's new opposition- 
controlled Congress to 
continue the balanced budget 
policies of the administration 
of President Ernesto Zedillo. 

“A basic pre-requisite for 
continued growth in the years 
ahead is continued sound pol- 
icy,** he said. “The [Mexican! 
government has targeted a 
balanced budget by 2000 - a 
laudable goal. Keeping this 
I programme on track, against 
the backdrop of a multi-party 
! configuration in Congress, 
will be a challenge.” 

Elections last month 
deprived Mexico's ruling Inati- 
1 tutional Revolutionary Party 
(PR1) of a Congressional 
majority for the first time in 
seven decades, though it 
remains the single largest 
party. 

The Zedillo administration 
has outlined its goal to bring 
this year's expected fiscal defi- 
cit of 0.5 per cent of gross 
domestic product to balance 
by the year 2000, but its 
proposals have to be approved 
by the new Congress and no 
mechanism yet exists to keep 
the government running If 
agreement is not reached. 

Both the two main opposi- 
tion parties - the left wing 
Party of the Democratic Revo- 
lution (PRD) and the right 
wing National Action Party 
(PAN! - have repeated cam- 
paign promises to reduce 
value added tax, despite PHI 
objections, while the PBD has 
said deficit spending on social 
programmes may be neces- 
sary. 

Mr Jesus Ortega, the PRO’S 
deputy leader, said the gov- 
ernment’s economic strategy 
was excessively tight. He said 
that by 2000 a fiscal deficit of 
3 to 4 per cent of GDP would 
be acceptable, as well as infla- 
dou of 12 or 13 per cent rather 
than the government target of 
7.5 per cent 

He added that a reduction in 
VAT could be partially 
financed by a tax on specula- 
tive Investors, both Mexican 
and foreign. 

Mr Summers said: “The US 
has a strong stake in the Mexi- 
can economy both because of 
our 2,000-mile border and 
because of oar exports to the 
country.” 

Last year, US exports to the 
reviving Mexican economy 
were worth $67.5bn. Trade 
between the two countries 
totalled S140.4bn. 

So far this year, the Mexican 
stock market has grown by 50 
per cent in dollar terms and 
the peso has strengthened in 
nominal terms despite 
accumulated inflation of 9 per 
cent. 


FT WEATHER^GUIOE 


Europe today 

Portugal, central and southern Spain 
and much of the MedRerranemi wiH 
have blue sides and hot sunshine. 
Northern Spain and much of France 
will be cloudy with some heavy 
thunderstorms. These will spread 
later Into parts of Switzerland, 
Austria and northern Italy. 

There will be scattered showers 
over eastern Europe, occasionally 
heavy and thundery. 

The Balkans win have some 
showers, but most parts will be dry 
with sunshine. 

Germany, the Benelux and 
Scandinavia win be dry ninth plenty 
of warm sunshine, although It will be 
cloudier In north-west Norway. 

Five-day forecast 

It wlH continue unsettled in the west 
with thundery concfltions In parts of 
Iberia, France and parts of the 
British Isles, 

The Mediterranean, Scandinavia and 
much of central Europe wU be dry 
with plenty of warm sunshine, 
it be unsettled in eastern Europe, 
with the risk of showers. 
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TODAY’S 

TMRM1 

MS 

Situation at midday. Temperatum 


Maximum 

Be^ng 

Fab 35 

Caracas 

Tlamder 33 


CatetUB 

Belfast 

Shower 22 

Cardiff 

Shower 20 

Abu Dhabi 

Sun 41 

Belgrade 

Fair 27 

Csaabtanca 

Far 24 

Accra 

Fair 27 

Berfti 

Cloudy 24 

Chicago 

Thunder 25 

Algiers 

Sun 32 

Bermuda 

Fair 31 

Cologne 

Sun 27 

Amsterdam 

Fair 28 

Bogota 

Thunder 17 

Dakar 

Fair 30 

Atfwna 

Fair 32 

Bombay 

Thunder 31 

Dallas 

77itmdsr 34 

Atlanta 

Fair 30 

Brussels 

Fair 27 

DaH 

Fair 29 

B. Aires 

Fair 12 

Budapest 

Thunder 24 

Dubai 

Sun 41 

BJHam 

Shower 21 

Otagen 

Far 23 

Dubfri 

Shower 21 

Bangkok 

Thunder 32 

Cairo 

Sun 31 

Dubrowtit 

Fair 28 

Barcelona 

Thunder 27 

Cape Town 

Shower 18 

Edlnbugh 

Fair 20 


Constant improvement of our service. 
That’s our commitment. 


Lufthansa 


Faro 

Frwkfurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Hatottd 

Kong Kong 

Honolulu 

totantxd 

Jakarta 

Jersey 

Karachi 

Kuwait 

L Angeles 

Las Palmas 

Lima 

Lisbon 

London 

LuJtSourg 

Lyon 


Sun 28 
Fair 27 
Ttencter 28 
Sun 29 
Fair 22 
Fair 23 
Fat 24 
Hander 34 
Sun 32 
Fair 26 
Fair 32 
Shower 21 
Fair 37 
Sun 46 
Sun 30 
Fair 27 
Cloudy 24 
Sin 23 
Shower 24 
Fair 28 
Thunder 27 
Shower 24 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

Mian 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Parte 

Perth 

Prague 


Sun 31 
Fa* 30 
Sun 31 
Fair 22 
Thurrdar 35 
Shower 14 
Fair 28 
Thunder 32 
Fair 27 
Fair 22 
Fair 21 
Fair 27 
Fair 26 
Fair 31 
Fair 33 
Sun 25 
Fair 29 
Sun 33 
Fair 23 
Shower 26 
Shower 19 
Fat 22 


Rangoon 

Reytyavfc 

Rio 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Alto 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

V Wh flton 

Winnipeg 

Zirtch 


Thunder 30 
Shower 9 
Cloudy 27 
Sun 31 
Sun 28 
Fair 30 
Thunder 33 
Fair 25 
Thunder 27 
Shower 18 
Sun 26 
Fair 30 
Rabi 28 
Shower 23 
Fair 26 
Fair 26 
Thunder 23 
Thunder 21 
Sim 26 
Fair 11 
Fair 28 
Cloudy 25 


THE LEX COLUMN 

Hong fever 



The red flag has been raised over 
Cathay Pacific and Hongkong Tele- 
com, but wresting control of the old 
opium trading hong Jardine Mathe- 
saa would be the niHwatP symbol 
of China's resumption of sover- 
eignty ova- King Kong. Hence the 
fevered reaction to news that Mr Li 
Ka-shing has taken stakes in Jar- 
dine Matheson and its property arm 
Hongkong Land CHKL). Jardine 
shareholders may be hoping for a 
change of confroL They have suf- 
fered undenserfannance as Jardine 
mawappm en* tnomori Vaptipt qq con- 
structing escape routes from Hong 
Kong than b uilding value. The 
escape route of a bid would be wel- 
come In many quarters. 

But the truth may be more mun- 
dane. If Mr U piflTtnori a move on 
Jardine, why would he buy just 
over 3 per cent and have to disclose 
his stake, instead of launching a 
raid? Besides, the Keswick family 
controls Jardine with an iron fist 
Though it has only a 7 per cent 
economic interest in the group, a 
protective cross-holding structure 
give s it 45 per cent of the votes. 
HKL Is the weak Unit, with the Jar- 
dine group owning just 31 per cent 
- but that still represents controL 

Still, Mr Li may think he can 
make a decent pr o fi t - he is up by 
over HK$70m (US$9m) already - 
while testing the ground. HKL 
shares Look cheap. And If he finds 
widespread support for a bid for 
HKL. he could easily fund it via his 
Hutchison Whampoa vehicle. Alter- 
natively, he may be able to use his 
increased infimwicp. to put pressure 
on HKL to cut him in on attractive 
property deals. 

British. Petroleum 

BP’S promised S500m share pur- 
chase is a token of good intent. 
Maybe it will even mop up former 
rhah-wan Lord Simon's shares. But, 
in itself, it will not stop the oil 
group's net debt - already below 
efficient levels - falling fiirther. 
Fortunately, more purchases are 
planned once BP tu»a the authority. 

How big should the next buyback 
be? If the group sticks to its $7bn- 
$8bn net debt target, $ 2 bn would do 
the trick. But BP should actually 
choose a much bigger figure. Its tar- 
get amounts to only 10 per cent of 
its market capitalisation. The aver- 
age among US oil groups - which 
appreciate that debt is more tax 
efficient than equity because inter- 
est payments are tax-deductible - Is 
25 per cent. In the old days, the 
dividend tax credit received by UK 


FTSE Eurotop 300 index; 

997.16 (+8.9) 
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pension funds somewhat tilted the 
playing field back in favour of 
equity. But following the credit’s 
abolition in last month’s Budget, 
BP has no reason not to follow US 
industry. Doing so would Involve a 
$12bn buyback. 

While $l2hn would be a reason- 
able figure in normal circum- 
stances, BP should probably shoot 
for an even higher amount At pres- 
ent, the company would be able to 
buy its shares without paying more 
tax. But, following a little noticed 
quirk in the Budget, buybacks may 
no longer be tax-efficient from 
March 1999. The system is barmy 
and will, with luck, be changed. 
But, if not. BP should disgorge, as 
much cash as possible while there 
is still time. 

Corporate governance 

Sir Ranald Hampel's central mes- 
sage will warm hearts in many 
boardrooms: corporate governance 
bureaucracy must not Interfere 
with wealth creation and common 
sense. Amen to that. 

Nevertheless, good governance is 
a necessary answer to a real prob- 
lem: ll» Interests Of manngpwien t: 
and shareholders can diverge. 
Whether this means destroying 
wealth in small ways (directors 
overpaying themselves) or big ones 
(empire-building acquisitions), gov- 
ernance paraphernalia is some pro- 
tection. Sir Ronald's attack on petty 
box-ticking, in short, is splendid 
stuff - so long as it is not misinter- 
preted by governance laggards as 
an excuse to pull back from the 
improvements rightly demanded by 
Greenhury ami Cadbury. 

In one area at least. It prpbably 
will be: the question of whether the 


job of chairman and chief executive 
should be separated, where the 
report takes an excessively emol- 
lient line. To be fair, it does si^gest 
all companies should appoint a 
senior non-executive director. But 
this is not the same protection from 
autocracy as & heavyweight inde- 
pendent chairman. 

Still, the detail of the report is 
more compelling. Paying non-execu- 
tives in shares is an excellent-idea. 
So is the report’s insistence that 
they are best appointed, through 
proper nomination committees. 
Admirably , there is 130 suggestion 
that disclosure requirements on pay 
or pensions should be weakened. 
And on institutional shareholders 
the report rightly' dismisses the 
case for compulsory voting and is 
sensibly sceptical about institutions 
all issuing competing governance 
guidelines. 

None of this, of course, will take 
the governance debate big strides 
forward - or, for that matter, back. 
But for that, do not criticise Sir 
Ranald. Nothing he could say will 
count half as much as intelligent 
vigilance, and a willingness to act, 
on the part of non-executives and 
big shareholders. 

NatWest 

I 

NatWest's management has 
eschewed quick fixes - from selling 
its investment bank, to merging 
with an insurance group or building 
society - in favour of grinding oper- 
ational Improvements. So it is . 
hardly surprising the stock market 
was unimpressed. Nonetheless, the | 
management is in a weak position i 
to negotiate deals given that its i 
shares have underperformed the i 
banking sector by nearly 30 per 
cent since January 1996 and Nat- 
West Markets is making losses even 
before exceptional items. 

Can the management, though, 
squeeze out operational improve- 
ments? The omens are poor. Taking 
capital away from NatWest Markets 
sounds sensible, given its low 
returns. But to achieve its target, 
the investment bank will have to 
increase operating profits by BSOOm 
($8l5m); and doing that with less 
capital will be tough, hi UK bank- 
ing. its high cost/income ratio has 
been relatively stagnant through 
the 1990s, while Midland's has been 
slashed. Moreover, if the economy 
slows as much as the bank expects 
next year, it will be in the front line 
as the largest lender to small busi- 
nesses. 
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We have solidity... 


I 


A good memory... 


<& 

Histoiy... 


And, ever 
increasing agility. 


The Portucel Group is 
qualified to compete with - 
agility on the demanding 
international markets. The 
Group has an autonomous 
organization, in which the 
different activities, firm the 
forest to die manufacturing of 
pulp and paper, are guaranteed 
by distinct companies. Each 
company has its own clients, 
competitors , goals and aims. At 
the same time, Portucel SGPS, 
the holding responsible for 
defining the general objectives 
and strategies of the Group, 
guarantees the convergence of 
each company's objectives. It is 
not by chance that we are the 
largest European manufacturer 
of eucalyptus pulp far paper. 

As, it is not by chance, that we . 
are one of the largest European 
exporters, selling 75% (four . 
production to world markets. 

All this is the result of a 
responsible and flexible . . 
organization. An organization 
that measures up to one of the 
most important realities af the 
Portuguese economy, with a 
strong international vocation. 

A solid group of companies 
with a light-structure ; in order . ; 
to reachfarthestand faster. ; - 


Rns Joaquin AntrJrrio lie A^nter.3 - KT7D Lisboa -PortsgxJ 
Telephone 351-01-38608 57-ftx 351-01-3860016 


. GWOPOHTUCeL , 
Evolution is pan of om natetB. 
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Stora sees end 
to paper slump 

Stora, the Swedish forestry group, raised hopes ' 
of an end to a protracted slump in the sector, 
saying prices dTkey pa®er products bad 
rebounded in fhesecbnd quarter. Page 12 

Viacom reports $14oi n«t loss 

ViacoiP, thft.TIS pntpy taimnpnt company snffgr- 
ing a poor performance from its Blockbuster ■ 
video rental subsidiary, reported a net loss of 
p 4m from continuing operations In the- second 
quartsr^PagoM 

GoM FtoWs bids for JCPs Tavtotock" 

South Africa’s two leading black businessmen . 
are set to emerge as the key players in the 
restructuring of the country’s mining industry,, 
folio wing a Md for Tavistock, JCPs coal subsid- 
iary, by Gold Helds oE South Africa. Page 12 

be^M ^ KLH masks Sharp raoowfy ; 

KLM, the Dutch airline, achieved net profits of 
H 190m (t9&5n0 in the first quarter to June, but 
the decline df nearly 30 per cent from the 
n 271nr recorded a year earlier masked a sharp 
recovery at the operational level Page 12 

Bid Mocked tat London casino sector 

London dubs International, which in February 
launched Ji £l92m (J3l3m) hostile takeover of 
Capital Corporation, "was prevented framrenew- 
ing the bid far its smaller casino rival by the UK 
government Page 16 

Saab plunge* deeper bite the red 

Saab Automobile, the troubled Swedish car- 
maker, managed and half-owned by General 
Motors of the US, plunged deeperinto tbs red in 
the first half in spite of higher sales volumes. 
Page 12 - 

China rubber group plans bond ; 

Shang hai Tyre and Ruhber fa p lanning to raise . 

$120m through an international convertible 
bond issue later this year, leading the trend of 
Chinese companies turning to convertibles to 
raise foreign capital Page 13 

NatWest refects merger suggestions 

The UK’s National Westminster Hanir promised 
a “strong, independent fixture", rejecting sugges- 
tions that it needed to merge with a stronger 
financial company. Page 16; Lex, Page 10 
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UBS in dispute over investment 


By wunam Lewis m London 
and WRBam KaB in Zurich 

Executives of UBS, the largest 
Swiss bank, iand PDFM, its UK 

fimd management subsidiary, 
appear to be at odds following 
a disagreement about c han ges 
to investment operations and 
strategy. 

The dispute may have impli- 
cations for the future of Mr 
Tony Dye, chief investment 
officer of PDFM, who is known 
as Dr Doom because of Ms 
belief that the UK stock mar- 
ket is poised to collapse. 

UBS, which yesterday 
unveiled a 67 per cent singe in 
first-half net income to 
SFrl-86bn ($1.22bn), has 
informed its shareholders that 
following poor investment per- 
formance PDFM has changed 
its investment process, includ- 
ing the way it decides which 
shares to buy. 

' The Swiss bank has also 
indicated that PDFM has con- 
sidered altering the way it allo- 
cates assets to different mar- 
kets. The bank also implied 
that PDF^s investment strat- 
egy may be changed. 

However, both statements 
were denied by executives at 



Signs of discord: Robert Stnder of UBS, left, and Tony Dye. of its fund management am PDFM 


London-based PDFM. They 
insist they have made only 
minor changes to their invest- 
ment process and that they 
have no plans to change their 
controversial investment style. 

Last year, details emerged of 
PDFM’s application of the 


investment philosophy known 
as value investing, through 
which about 12 per cent of its 
£48bn ($7Sbm balanced funds 
have been invested in cash. 
This compares with an indus- 
try average of just under 8 per 
cent and is based on PDFM's 


view that the US and UK stock 
markets are overvalued. 

PDFM's stance dates baek to 
March 1995, since when stock 
markets have risen to record 
levels, denting its investment 
performance. 

Pension fund clients have 


remained loyal to PDFM, 
partly because of its insistence 
that it will not alter its strat- 
egy. 

In a letter to shareholders 
Mr Robert Studer, UBS chair- 
man. and Mr Mathis Cabiallav- 
etta, chief executive, state that 
PDFM's "investment process 
bas been thoroughly 
revamped, but a change of 
strategy is not opportune at 
the current point in time". 

Officially yesterday UBS said 
only that PDFM’s “investment 
process has been reviewed and 
it has been decided not to 
change the strategy at the 
moment”. Privately, however. 
UBS executives blamed trans- 
lation errors and described as 
a mistake the statement made 
in the letter to shareholders. 

UBS's robust performance 
reflects the benefit of strong 
financial markets, a sharp 
drop in loan loss provisions, 
and the effects of a weaker 
Swiss franc. 

The recovery in the fortunes 
of UBS owes much to the 
strong performance of its pri- 
vate hankin g business, where 
it is the market leader. 

In line with rivals. Page 12 


Penicillin prices spark Gist profits warning 


By Gordon Cramb 
hi Amsterdam 

Shares in Gist-Brocades, the 
Dutch biotechnology group, 
fell nearly 18 per cent yester- 
day after it warned that profits 
would be lower this year. 

The company, the world 
leader in antibiotics, blamed a 
steeper than expected foil in 
prices for. penicillin and its 
derivatives, the main products 
in its industrial pharmaceuti- 
cals division, which last year 
provided 43 per cent of its 
FI2.Q2hn ($966m) sales. 

Gist-Brocades produces 


about a third of the world’s 
prescribed penicillin - partly 
from joint ventures with DSM 
of the Netherlands and the 
Anglo-American SmithKHne 
Beecham group. 

The company said that, 
although its activities in bak- 
ery ingredients and food speci- 
alities were in line with expec- 
tations. profits for the year 
would “show a slight decrease 
compared with those of 1996”. 
In February, Gist-Brocades 
projected a “clear increase” for 
this year, reporting a 10 per 
cent rise in annual net earn- 
ings to FI 158.5m. 


The company said yesterday 
it had expected penicillin 
prices to decline significantly 
this year because additional 
capacity had come on stream, 
especially in India and China. 
In the second quarter, penicil- 
lin prices fell to historic lows. 
A bigger than expected fall 
bad left prices at about half 
the average of the past few 
years. 

Gist-Brocades’ shares closed 
FI 13.90 lower at FI 64.90. 
Adding to the indignity, the 
Amsterdam stock exchange 
said the company, with the 
shipping group NedDoyd, was 


in danger of losing its place in 
the AEX index of the bourse's 
top 30 stocks because other 
companies were growing and 
their shares becoming more 
actively traded. 

Gist-Brocades said that peni- 
cillin prices bad risen in the 
past few weeks. The recovery 
was expected to continue after 
a number of other manufactur- 
ers had ceased production 
because of the poor market. 

According to Mr David Ker- 
stens, analyst at ABN Amro 
Hoare Govett in Amsterdam, 
penicillin prices are expected 
to rally by 20 to 30 per cent 


in the current six months. 

“Prospects for Gist in the 
second half of 1997 and in 1998 
are very bright," Mr Kerstens 
said, but added that the com- 
pany’s directors would "have a 
major credibility problem, 
because they maintained for 
such a long time that there 
would not be this type of 
effect". 

He said: “1 am quite disap- 
pointed that they had been 
denying this all that time and 
now come out with a profit 
warning." 

World Stocks. Page 30 


BP to ask shareholders to approve buyback 


By Robert Corzaie in London 

British Petroleum is to launch a share 
buyback programme to ensure that 
investors benefit directly from record 
profits and a fast improving balance 
sheet at the Integrated ml group. 

Directors will ask shareholders at 
next April’s annual meeting to give 
t he m authority to initiate a buyback 
scheme, although executives said it 
was too early to give details of how 
extensive it would be. 

However, BP will act before then to 
I rein in what has become an “unaccept- 
i ably high” growth rate in the number 
of shares in issue. It will do so by 


buying $500m in the open market for 
its employee share scheme rather than 
issuing new shares. 

The announcement came as the com- 
pany yesterday reported record interim 
replacement cost profits of $2.4bn, 21 
per cent up on last year. 

Mr John Browne, chief executive, 
said recent tax changes in the UK had 
made the dilution issue more pressing. 
Until last month’s Budget, the annual 
growth in the number of BP shares in 
issue was about l per cent. 

That was mainly as a result of a 
scrip dividend option that appealed to 
many tax-exempt investors from the 
US and individual, tax-paying share- 


holders in the UK. "But the take-up of 
scrip has doubled from around 30 per 
cent to 60 per cent as a consequence of 
recent UK budget changes," he said. 

The resulting increased dilution rate 
of 2 per cent a year was “unaccept- 
able", according to Mr Browne. 

A growing confidence in BP’S ability 
to deliver sustainable profit increases 
was another factor behind the share 
buyback scheme, said executives. 

The company reported that net debt 
had fallen to $8.1bn, well below BP’s 
target range of S7bn-$8bn. That, said 
Mr Browne, provided the financial 
capacity “for an additional distribution 
to shareholders”. BP also announced a 


16 per cent year-on-year rise in the 
half-year dividend to I0.75p a share. 

Mr Browne said it was impossible to 
set out a detailed buyback strategy 
until after the next UK Budget - when 
the government is expected to clarify 
its policy on foreign income dividends 
(Fids). 

The planned purchase of 8500m of BP 
shares in the open market “gives us a 
start in stopping dilution while waiting 
for the [political] uncertainty to be 
cleared up”, he said. 

Mr John Toalster, oil analyst at bro- 
ker Soriete Generale Strauss Turnbull, 
said the buyback “shows confidence in 
the future" . 
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Intel and 
SAP offer 
software 
for selling 
on internet 


By Louise Kehoe 
in San Francisco 

Intel, tbe world's largest 
semiconductor manufacturer, 
and SAP America, tbe US arm 
of tbe German business soft- 
ware group, yesterday said 
they were forming 2 joint ven- 
ture to offer business systems 
linked to the internet. 

The jointly owned Pandesic 
will offer a combination of 
systems, software and services 
to enable companies to sell 
goods and services on tbe 
internet 

Over the next five years 
analysts expect electronic 
commerce on the internet to 
grow from current levels of 
S8bn a year to more than 
S300bn. However, traditional 
business process software is 
not geared to deal with the 
real-time transactions on tbe 
internet said Mr Craig Bar- 
rett Intel president 

Pandesic says it has put 
together software from SAP 
and Microsoft personal com- 
puters and servers based on 
Intel technology, and several 
products from other vendors 
to create a complete "order-to- 
cash” system that includes 
service and support 

The Pandesic system will 
handle everything from the 
receipt of an order to delivery, 
including aJI “back end” busi- 
ness processes. These range 
from management of ware- 
house inventories to payment 
systems, taxes and dnties, 
shipping and handling logis- 
tics and financial reporting. 

Mr Barrett noted that many 
businesses know that elec- 
tronic commerce represents 
both an opportunity aud a 
threat to their operations, and 
said Pandesic aims to remove 
the “anxieties" they have 
about launching into elec- 
tronic business. 

Billing will be based on a 
percentage of a customer’s 
online revenues, which will 
reduce start-up costs and 
enable merchants to enter tbe 
electronic marketplace 
quickly, said Mr Harold 
Hughes, a former Intel execu- 
tive who has been appointed 
chairman of Pandesic. 

Tbe group said the Pandesic 
system can be fully installed 
and productive in as little as 
two weeks. The first version of 
the package is scheduled to be 
available in tbe third quarter 
of this year. 


Barry Riley 

Fund managers attempt 
mission impossible 




New Y«k md Toronto prices at 1230. 


It is all very 
well to be ambi- 
tious, but why 
are so many UK 
pension fund 
managers 
embarking on 
mission impos- 
sible? And why 
are their clients sending them 
off to their almost certain 
doom? 

Median-plus investment 
objectives are frequently set 
1 by British pension scheme 
trustees. The common version 
is that the manager should 
< beat the median fund return 
by 1 percentage point annually 
over three-year rolling periods. 
The harder variant involves 
the median plus 2 percentage 
points. - 

But in the three-year period 
ended 1996, only 11 per cent of 
managers with tbe first objec- 
tive were successful, and a 
mere 6 per cent with the sec- 
ond. 

. In fact, during each of the 
past three years, these suppos- 
edly median-plus funds, in 
Aggregate, have actually 
underperformed the median 
! return on all comparable 
ftmds. - 

These curious statistics 
emerge from new research by 
the Edinburgh-based perfor- 
mance consultancy, WM, 
which has extracted figures 
from its database covering 
more than 1,500 funds worth 
£4Q0bn ($652bn). 

Added value targets are 
absolutely appropriate, con- 
cludes the WM study, but with 
Scottish prudence it comments 
that they should be "rational 
and achievable”. 

In contrast median plus 2 
seems to involve a 94 per cent 


chance of disappointment over 
three years. 

These targets were not 
always so unreachable, how- 
ever. WM has collected annual 
figures back to 1992, in which 
year 48 per cent of the median 
plus l managers met their 
objective and as many as 71 
per cent of the group with 
median plus 2 briefs. Repeat- 
ing such a trick over three 
consecutive years is tough, but 
43 per cent of the median plus 
2 managers were successful in 
the 1992-94 period. 

A median plus l target was 

Little sign that 
managers are ready 
to take on higher 
portfolio risks 
necessary to achieve 
demanding targets 

assumed, a few years ago, to 
approximate to a top quartile 
objective (in the top 25 per 
cent of results). Now it appears 
to have tightened almost to 
top decile (the best 10 per 
cent). The reason is that the 
range of returns wi thin the 
overall funds universe has 
narrowed. 

The growing domination of a 
few big investment houses 
may partly explain this. The 
widespread adoption of risk 
control techniques, intended to 
reduce the volatility of returns 
against indices and/or the peer 
group, is likely also to have 
been a factor. 

WM itself points out that dif- 
ferent asset Classes ha ppen to 
have delivered similar returns 
in recent years, reducing the 


impact of variations in asset 
allocation. Not that the differ- 
ences in asset allocation 
between median-pins and 
other funds are significant. 

It seems that fund managers 
seek to hit the more ambitious 
targets by being aggressive in 
their equity stock selection. 
But this has clearly ceased to 
work well recently. 

WM says the decline in per- 
formance probably reflects the 
way fund managers tend to be 
appointed to these demanding 
briefs on the basis of their pre- 
viously good returns which, as 
another of WM’s research 
studies has shown, usually foil 
to persist. 

There is little sign that man- 
agers, in general, are ready to 
take on the higher portfolio 
risks necessary to achieve 
demanding targets. Oddly, 
whereas only 11 per cent of the 
median plus 1 funds achieved 
their rolling target during 
1994-96, 21 per cent of the 
funds in the total funds uni- 
verse did so. 

It is almost as though the 
median-plus managers are 
happy to underperform mod- 
estly - on the assumption that 
they will still be able to retain 
the contract for three or four 
years, and maybe more, rather 
than risk a really bad year 
which could see them out on 
their ears quickly. , 

Meanwhile, the managers 
are forced to insist, against the 1 
evidence, on their ability to | 
achieve high returns, or other- , 
wise they will cede still more 
market share to the index- 
trackers. But surely the trust- 
ees will become increasingly 
sceptical as they rotate from 
one disappointing manager to 
the next 


BANK MENATEP 

completes its 

ADR ISSUING PROGRAM 

“MENATEP plans to complete its program of 
American Depository Receipts (ADR) placement on 
bank's shares in August this year* 

Natalya Galenko. 

Head oj Securities Department 
Bank MENATEP 

Sales of ADRs started during the last week of June this year with 
the initial offering price of USS2.55 for underlying share lone ADR is 
issued on 10 common or preferred bank shares). ADRs are being 
placed mostly on American and European markets. 

The main broker for its ADRs is the bank MENATEP itself. CA. 
Atlantic Securities - subsidiary of the Russian brokerage house also 
participates in the ADR’s placement. 

Considerable demand from investors led to fast growth of the 
selling price up to US$ 3.30 for underlying share during the first week 
of July and up to US$4.30 by the end of the month. According to 
Natalya Galenko, the range of investors Interested in MENATEP’s ADRs 
is very wide: from large funds and investment banks to individuals. 

MENATEP plans to be present on the market after completion of 
ADRs placement as well as to maintain quotations and liquidity of 
securities. Negotiations are being held with a number of international 
stock exchanges to include MENATEP’s ADRs Into their listed 
securities. According to the assessment of the bank’s specialists, 
successful process of ADRs placement has already led to an increase in 
activities on the internal secondary stock market. 

* * * 

In 1996 BANK MENATEP obtained permission from US Securities 
and Exchange Commission (SEC) to issue Level 1 ADRs. Depository 
bank of this program is the Bank of New York, custody bank is the ING 
Eurasia. The Central Bank of Russia allowed to use for the ADR issuing 
program up to 3% of the authorised capital which equals 1 .5 million of 
preferred shares of the 4th issue and 1.5 million of common shares of 
the 5th issue with double nominal value of 1000 rouble/ 1 US dollar. 
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COMPANIES AND FINANCE: EUROPE 


US generator attracts European groups 


By David Owen In Parte and 
Stefan Wagstyt In London 

Framatome, of France, and 
GEC Als thorn, the Anglo- 
French power engineering 
and transport joint venture, 
yesterday confirmed their 
interest in the power genera- 
tion activities of Westing- 
house of the US, in a move 
that may herald new consoli- 
dation in the industry. 

GEC Alrthom, the joint 
venture between the UK's 
General Electric Company 


and Alcatel Alsthom of 
France, said it was inter- 
ested in Westinghouse's 
fossil -fired power generation 
business. Framatome, the 
nuclear engineering group 
which also has Alcatel as a 
shareholder, stated its inter- 
est in buying the US group's 
nuclear activities. 

Both European groups, 
however, denied having 
started negotiations with the 
US group, which is splitting 
into two entities - one for 
broadcasting and the other 


for manufacturing, including 
power engineering. Their 
statements followed a report 
in Liberation, the French 
daily newspaper, that they 
had last month lodged a 
joint offer for the power 
businesses of their US rival. 

Mr George Simpson. GEC 
mana ging director, said that 
buying Westinghouse's ther- 
mal power business would 
make sense for GEC AIs- 
thom, given Westinghouse’s 
technological strengths and 
its strong position in the 


US and east Asia. 

Westmghouse declined to 
comment. The group has 
struggled to keep its power 
generation businesses in 
profits in the face of reces- 
sion in nuclear engineering 
and intense competition in 
fossil fuel-fired generation. 

In the six months to the 
end of June, Westmghouse 
made a $4im operating loss 
in thermal power generation 
and a S43m loss In nuclear 
energy systems. 

Industry executives have 


long believed that Westing- 
house would like to sell 
these businesses to a com- 
petitor, but would And it dif- 
ficult to achieve a good price 
because of the costs of 
cleaning some of its nuclear 
sites. 

Selling the thermal power 
business separately would 
ran the risk of maMng dis- 
posal of the nuclear business 
even more rijff fo nit . 

Yesterday’s developments 
come less than a month after 
GEC announced proposals 


for a £4bn ($6.5bn) stock 
market notation of GEC Als- 
thom as part of a move away 
from what Mr Simpson 
described as “a joint venture 
culture”. 

This followed long and 
controversial efforts to agree 
a merger between GEC Als- 
thom and Framatome. But 
this year the nuclear engi- 
neering group said it had 
been told by Its main share- 
holders - Alcatel and the 
French state - that a deal 
was highly unlikely. 


Losses 
deepen at 
Swedish 
carmaker 


Ely Greg Mdvor 
in Stockholm 

Saab Automobile, the 
troubled Swedish carmaker 
managed and half-owned by 
General Motors of the VS, 
plunged deeper Into the red 
in the first half in spite of 
higher sales volumes. 

Pre-tax losses deepened 
from SKr428m to SKrtiOOm 
(*74.7m), but turnover 
advanced from SKrlO.lbn to 
SKrllbn as sales of Saab 
cars rose 3 per cent. 

Mr Bob Hendry, chief 
executive, blamed the heav- 
ier losses on significantly 
higher sales and marketing 
costs, as weO as higher costs 
associated with the launch 
next month of Saab’s new 
top-of-the-range saloon, the 
9-5. 

He said there had been 
heavy spending on improv- 
ing Saab’s sales network 
and on raising awareness of 
the brand. 

“While this effort has neg- 
atively affected our near- 
term financial performance, 
it was gratifying to note the 
Improved sales in many 
markets in the first half,” 
Mr Hendry said. 

The company, which is 
half-owned by Investor, the 
main investment arm of 
Sweden's Wallenberg indus- 
trial empire, had predicted 
continued losses this year. 

Mr Hendry, a General 
Motors executive brought in 
last year to torn Saab 
round, said yesterday that 
product development costs 
and marketing initiatives - 
including one-time costs 
relating to the 9-5's launch 
- would “depress financial 
performance” for the rest of 
the year. 


KLM ahead strongly 
at operating level 


By Gordon Cramb 
in Amsterdam 

KLM, the Dutch airline, 
posted a decline of nearly 30 
per cent in first-quarter net 
profits, from FI 271m a year 
earlier to FI 190m ($90.5m), 
but the fall masked a sharp 
recovery at the operational 
level 

As traffic grew and cost 
cuts took effect, operating 
income reached FI 244m, 
three times the FI 80m in the 
same period oT 1996. 

The bottom line a year ago 
was bolstered by FI 245m 
from a shake-up in its hold- 
ing of preference shares in 
Northwest Airlines, its US 
partner. In the latest quar- 
ter, Northwest, with which 

KLM Is unwinding its equity 
links, brought in only 
FI 56m. 

Mr Pieter Bouw, president. 


described the result as “very 
positive 1 '. 

The airline has been bur- 
dened by higher fuel costs, 
which rose 31 per cent in the 
three months. However, 
nearly half the increased bill 
in the period came from the 
carrier’s own expansion - 
the consolidation of Air UK, 
a former associate of which 
it took full control In April, 
and a strong increase in vol- 
umes flown. 

Traffic was up 16 per cent, 
measured by revenue pas- 
senger kilometres, with the 
load factor jumping to 78.9 
per cent occupancy of avail- 
able seats, compared with 
73.4 per cent Cargo grew a 
more modest 3 per cent, but 
the yield per revenue tonne 
kilometre was up 12 per 
cent 

This brought in operating 
revenues of FI 3.26bn, up 


nearly one-third from 
F12-45bn. Costs rose 27 per 
cent to FI3.02bn, influenced 
by the higher fuel bill and a 
15 per cent rise in salary out- 
lays caused mainly by the 
growth in staff numbers, 
including nearly 2,400 
employees from Air UK. 

KLM forecast that If a 
restructuring launched last 
November remained on 
track and no external factors 
changed, then “as far as 
operating income for the full 
fiscal year is concerned, we 
expect to approximate the 
level attained in the better 
years in KLM's recent 
history”. 

Mr Bouw told the annual 
meeting: “The liquidity of 
KLM is such that it can 
enter into new investments 
and joint ventures.” Build- 
ing the global airline system 
to which it aspired meant 



Pieter Bouw; group seeks to intensify alliances’ 


the company “will intensify 
alliances”. One potential 
partner was Alitalia of Italy. 


"We are investigating possi- 
bilities to see to what extent 
we can co-operate." 


Speculation surrounds SA mining 


By Mark Ashurst 
in Johannesburg 

South Africa's two leading 
black businessmen are set to 
emerge as the key players in 
the restructuring of the 
country's troubled mining 
industry, following a bid for 
Tavistock, JCI's coal subsid- 
iary, by Gold Fields of South 
Africa. 

The move is the first indi- 
cation that Mr Cyril Rama- 
phosa, deputy chairman of 
New Africa Investments, 
South Africa’s biggest black- 
controlled company, could 
enter into negotiations with 
Mr Mzi Khumalo. chairman 
of JCJ, the country’s first 
black-controlled mining 
house. 

New Africa is in talks with 
Rembrandt, the industrial 


and mining group controlled 
by South Africa’s Rupert 
family, to acquire joint con- 
trol of Gold Fields, the 
world's third largest gold 
producer. 

The talks are widely 
expected to install Mr Rama- 
phosa, who was last year 
defeated by Mr Khumalo in 
the bidding for Anglo Ameri- 
can’s controlling stake in 
JC1, at the head of Gold 
Fields. 

Analysts said a deal 
between Tavistock and Gold 
Fields, which owns coal 
reserves adjacent to JCI 
mines, could trigger a new 
era of co-operation across 
the mining industry. 

“My impression Is that 
this initiative comes from 
the highest level. If they 
have aspirations to build 


sound companies, they will 
forget tbeir differences. 
Without increasing its size. 
Gold Fields Coal does not 
have the critical mass to sur- 
vive in the longer term.” 
said Mr Dean Cunningham, 
analyst at Investec in Johan- 
nesburg. 

JCI last month secured an 
option to buy Anglo Ameri- 
can's -26.7 per cent stake in 
the UK-based Lonrho group 
for R2.45bn ($529m), and is 
already pursuing closer ties 
with Duiker, La who's coal 
subsidiary. The Gold Fields 
offer will increase pressure 
on Lonrho to re-examine Mr 
Khumalo’s proposal to 
merge the UK-based group 
with JCL Merger talks broke 
down in June following 
opposition from Lonrho. 

If JCTs merger ambitions 


with Lonrho fail, analysts 
say JCI could accept the 
Gold Fields offer, which 
would help fund its obliga- 
tion to Anglo, doe in Novem- 
ber. A deal with Gold Fields 
Coal could signal “the first 
intention of an aggressive 
takeover of Lonrho” by JCI, 
said Mr Cunningham. 

• Shares in Sentrachem, the 
South African chemicals pro- 
ducer, gained almost 25 per 
cent to close at R10 in Johan- 
nesburg yesterday, following 
a takeover bid by US-based 
Dow Chemical. The shares 
were suspended at R7.92 on 
Friday. 

Dow’s offer of R10.50 a 
share was this week 
accepted by Sankoip, a sub- 
sidiary of life assurer San- 
lam, which holds 38 per cent 
of Sentrachem. 


Initial Public Offering 


June 1997 


0 boliden 


$878,405,056 

54,900,316 Common Shares 
(Represented by Instalment Receipts) 


Price: $16.00 per Common Share 


by way of Secondary Offering by 


W//A 


TRELLEBORG 


Deutsche Morgan 
Grenfell 

C1BC Wood Gundy 
Securities Inc. 


Nesbitt Burns 
Inc. 

Morgan Stanley 
Dean Witter 

ScotiaMcLeod 

Inc 


First Marathon 
Securities limited 

Bunting* Warburg 


nc 


Levesque Beaubien 
Geoffrion Inc. 

Dresdner Kfeinwort 
Benson 


HSBC James Capel 
Canada Inc. 


J.B. Were & Son 
Robert Fleming Inc. 


Midland Walwyn 
Capital Inc. 

Enskilda Securities 


Newcrest Capital 
Inc. 


RBC Dominion 
Securities Inc 

ABN AMRO 
Rothschild 


TD Securities 
Inc. 

Gordon Capital 
Corporation 

Paribas Capital 
Markets 


Soti€t£ G€n£ra!e Strauss UBS Limited 
Turnbull Securities Limited 


SGA SOCHTE GENERALE 
ACCEPTANCE N.V. 

FRF 1000 WO OOfl REVERSE 
FLOATING RATE NOTES 
DOE FEBRUARY 2, 2004 
ISDN CODE : XSOW7009963 

For the perwd August CM, IW7 u 
NtrrentelB. 195*7 
ibe new We bos been fixed 
a 8.6912225 SPA. 

Neil payment due • 
November 03. 1997 
Coupon nr: 12 
Amoaa : 

FRF 2 196,95 Cor the 
deaoniimura of FRF 100 000 
FRF 2 1 969.48 far tbe ifcnom i M i m i of 
FRF 1 000000 

THEPtONCWALPAYWCACENr 
SOCWrca-NERALE BA« A TRUSTS*. 
LUXEMBOURG 


HI 


L esEcho s 

The FT can help you reach 
additional business readers in 
France. Our lint with the French 
business newspaper. Les Echos, 
gives you a unique recruitment 
advertising opportunity to 
capitalise an the FT'S European 
readership and to further target 
the French business world. 
For information on rates and 
further details please telephone: 
Toby Fmden-Crofts on 
+44 171 813 4027 


E DC 
SEE 

Export Development 
Corporation 

U.S. $100,000,000 

CoOaied Floating Rue Notes 
due February 5, 2003 
Series “YV" 

fiw the Interest Period 5rh 
August. 1997 to 5th February, 
1998 the Notes will carry a Rare 
of Interest of 5.53125% per 
annum. The Coupcoi Amount 
per U.S. $LOOO Note will I* 
US. $28.27, per US. $10,000 
Note will be US. $282.71 and 
per U.S. SKM.0CK) Note will 
be US. $2,827.08. The next 
Interest Payment Dare will be 
5th February, 1998. 


Bankers InM 
Company, London 


Agent Bonk 


Stora sees 
upturn 
despite 
24% slide 


By Greg Mdvor 

Stora. the Swedish forestry 
group, raised hopes of an 
end to a slump in the sector, 
saying prices of key paper 
products had rebounded in 
the second quarter. 

Announcing a 24 per cent 
slide In half-year profits, Mr 
Lars-Ake Helgesson, chief 
executive, said a downward 
spiral in pulp and paper 
prices which has depressed 
tbe market since late 1995 
had been reversed. 

Pre-tax profits slid from 
SKrl.6bn to $Krl.2bn 
($i49m). Sales fell from 
5Kr24bn to SKr22bn, as 
prices of Store's products 
declined about 13 per cent 

However, Stora empha- 
sised that in the second 
quarter prices rose 2 per 
cent on the first 

“What we have seen in the 
second quarter feels like a 
break in the trend," Mr Hel- 
gesson said. He suggested 
that the highly cyclical for- 
estry industry was in better 
shape than at any time dur- 
ing the 1990s. 

Capacity increases had 
been lower than expected, 
Mr Helgesson said, and he 
was confident the current 
revival in prices would 
continue. 

Store's most-traded A. 
shares rose SKrl to 
SKrl32J50. 

Stora said demand in 
Europe strengthened in the 
second quarter as a stronger 
US dollar lifted exports. 
Prices benefited from higher 
prices of wood pulp, the 
main ingredient of paper. 

Pulp prices have risen in 
recent months as stocks of 
Norscan pulp, the industry 
benchmark, have declined 
from a high of more than 
2m tonnes earlier in the 
year to about 1.5m tonnes. 

Stora said the reduction 
reflected increased orders 
from paper producers and 
strikes at some Canadian 
palp mills, which dampened 
supply. 


EUROPEAN NEWS DIGEST 


Wolters Kluwer 
advances 21% 

Wolters Kluwer, the Dutch business publisher, lifted net 
profits 21 per cent to FI 244m ($ll6£m) in what it hailed 
as a “very successful” first half to June. The group bene- 
fited from tbe strong dollar and acquisitions, 

Groupe Liaisons in France and Adis in New Zealand, 
Incorporated from the end of 1996. It said the restructur- 
ing of CCH in the. US, taken over last year, was proceed- 
ing to plan, . . V..- 

Il bought further publishers in Europe and the US dur- 
ing tiie half-year and said yesterday; “It is expected that 
this, trend will continue.” In pari because of the acquisi- 
tions, financing charges rose 24 per cent to FI 102m, 
al thoug h Wolters Kluwer stressed Chat outlays in US dol- 
lars were “amply neutralised by operational income in 
this currency”. The earnings growth reflected a 20 per 
cent rise in sales to F12.42bn. 

Gordon Crumb, Amsterdam 

■ STEEL 


Ispat lifts offer price and size ; 

Ispat International, tbe fast-growing steel company plan- 
ning to float tomorrow on the New York and Amsterdam ■ 
Stock exchanges, yesterday increased the price and size or 
Its proposed offering in a move which suggests the shares 
appeal to investors. 

The company is to be sold at an estimated inice per 
share of 826-227, instead of $22-526, raising Ispafs esti- 
mated market value to $8.3bn-$3.42bii. Mr L ak s hm l Mittal, 
founder and chairman, is increasing the number of shares 
he is selling for his own benefit from 3.25m to 9m. The 
increase will reduce Mr Mittal’s holding after the flotation 
to 80-3 per cent, instead of 84.8 per cent, as proposed. In 
addition, Mr Mittal is giving the und erw ri t ers a further 
3.75m shares to sell under a greenshoe option if the offer- 
ing Is heavily oversubscribed. •• f 

Stefan Wagstyt, Industrial Editor 

■ DENMARK - 


GN Store plans share issue 

GN Store Nord (Great Nordic), the Danish cellular tele- 
phone operator and electronics manufacturer, plana to 
raise DKT700m-DKribn ($9&6m-$140JSm) this autumn 
through a share issue. The issue will follow a revamp of 
the group's structure, Incl uding the solvent liquidation of 
GN Store Nord Holding, formed in 1928 to ensure that 
control of the group remained in Danish, hands. 

The holding company owns 27 per cent of the votes but 
only 9.9 per cent of the capital In the operating company. 
GN Store Nord. Following the holding company’s liquida- 
tion, a restriction would be introduced under which no 
single shareholder in GN Store Nord would be permitted 
to vote for more than 7.5 per cent of the company's capi- 
tal the group said yester day. 

The proposed changes will be put to shareholders in the 
two companies on August 28. Shareholders in tbe holding 
company will be compensated with a one-fbrone swap 
with shares in the operating company, after the face 
value of the shares in both companies has been changed 
from DKrlOO to DKr20 through a five-far-one split GN 
said half the yield from the share issue would be used to 
lift investment In Soncdon. the cellular phone, operation. 

Hilary Barnes, Copenhagen 

M TELECOMS 


‘Robust 9 sales lift ECI 24% 

ECI Telecom, the Israeli manufacturer of telecommunica- 
tions equipment, yesterday said robust sales had helped 
lift net income 24 per cent during the first half of 1997 
from $48m to $59m. Earnings per share were up from 63 
cents to 78 cents. Revenues grew 19 per cent from S27lm 
to $322m. Avi Mach Us, Jerusalem 


UBS falls into 
line with rivals 


By WIfliam Hafl Hi Zurich 

Yesterday’s figures from 
UBS have brought it into 
line with its two big Swiss 
rivals on the disclosure of 
the profitability of the vari- 
ous businesses. 

In the first six months, pri- 
vate banking reported pre- 
tax profits of SFrl.lbn 
($72lm), and asset manage- 
ment made profits of 
SFrl72m. Together, the two 
business e arn ed SFribn after 
tax on capital of SFr2£bn. 

Nearly half the SFr23^3bn 
of UBS equity capital is still 
tied up in corporate and 
institutional finance, which 
reported after-tax profits of 
SFr474m, and a return on 
equity of 9.5 per cent. 

. . Another SFr5.6bn of capi- 
tal is invested in trading and 
sales and risk management 
services, which earned net 
profits of SFr365m, and a 
return on equity of 13 per 
cent 

The Swiss retail business; 
backed by capital of 
SFrL9bn, reported a SFr36m 
net loss. 

The marginal growth in. 


trading income contrasts 
with a 50 per cent rise in the 
first half of 1996, but most 
analysts seemed not too con- 
cerned about the perfor- 
mance of a traditionally vol- 
atile earnings co m po n ent 
UBS described its equity 
trading as disappointing and 
said the 52 per cent drop to 
income was “attributable to 
unsatisfactory earnings in 
equity derivative operations 
due mainly to Valuation 
adjustments an trading posi- 
tions”. - ' . . 

Mr Robert Studer, chair- 
man, anfl Mr Mathis Cabial- 
lavetta, chief executive, said 
in a letter to shareholders 
that the group expected to 
achieve a return on equity of 
more than 12 per cent in the 
current year, two', years 
ah e ad of target. . , 

Total assets- rose 17J7 per 
cent to SFr5i4.7bn, and 
shareholder's equity rose 6 
per cent to SFr23-3bn_ At foe . 
end of June 1997, UTBjS bad a 
BIS; capital ratio ot 3LS per 
cent and uTfar .One ratio 
per cent' The -number of 
staff employed fell: T-S- per_ 
cent to 28^411’ - 



Shareholders arc referred to the previous cautionary «nnni'ihr»mwwi niid -are -ad vised '- draf '- 
extensive discussions wich the major shareholder in .this company andrwobfferois arc 
underway. -j-y'" j 

It is anticipated that a decision on the disposal of the major shareholdere'-io ceres ts wdl 
be made shortly. j'\, -p '•-'•jVf- 1 '.:.,,?;'.?.- 

Accordingly caution should continue ro 1 " ‘ ‘ ■ 

the company. 

Johannesburg r r^w-nwwTOTr i ia i ■ i m in unm ii w.<w... ii iir i ■ - jWv. • 
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» share Issue 


<; Kanahaf Tyre, and, Rubber wins approval for $120m convertible to fund expansion of production 

China Ttibber group 
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.By Janies Harcffng ' ^ 

.in Shanghai .. . v: v_- - _ i' .i 

Shanghai Tyre, -and Rubber, 
is planning io/ndse 4120m 

through an-' international, 
amvartfljlfi boorLissuo later 
this' year. leading the trend- 
of Chinese companies turn- 
ing to convertiWes .to, raise 
foreign capital. :/V ; : 

The money wifi he used to 
expand tyre production' in 

the; face of growing demand 
caused -by the i extension of 
.the motorway network and 
the, increasing number J of 
private cars in . Chino. ; -. 

Mr Gu Weiliang, chief 
executive, said yesterday the 
company had won -govern- - 
merit approval for -“a con- 
vertible bond issue on a trial 
basis”, adding that- “condi- • 
lions are right for the issue”. 


’ as the company returned to 
. profit last year and is expect- 
ing a slightly improved per- 
.. fonnancc in 1997< 

China’a regulatory anther 
fries are drawing- up rules 
governing overseas convert- 
ible bond issues, which are 
seen as a relatively cheap 
-and amvenient way to meet 
the strong- demand for over- 
seas fonds from expanding 
mainland companies. 

Belling has so far 
approved convertible bond 
issues on ah- ad hoc basis, 
allowing five mainland 
-groups to raise about $60Qm 
. through overseas convertible 
bonds since 1993. -But the 
state planning commission 
has promised to publish the 
new regulations by the aid 
of this year, enabling a 
queue erf Chinese companies 


to pursue plans for convert- 
ible issues. 

Mr Hoong Lik Yuen, chief 
representative of ING Bar- 
ings in Shanghai, said con- 
vertible bonds should be 
popular in principle among 
both Issuers and investors. 
“They offer the Issuing com- 
pany flexibility and inves- 
tors have a healthy appetite 
for them, because many Chi- 
nese companies have disap- 
pointed people in the 
past . . . and a convertible 
offers a little safety." 

Convertible bonds can be 
converted into shares In the 
company or be repaid at the 
time of expiry in the manner 
of a normal bond. 

Mr Gu said the company 
was choosing to raise money 
through a convertible bond 
because it would be cheaper 
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than adding to its borrow- 
ings from Chinese state 
banks. Tyre and Rubber’s 
listed equity would be 
diluted only gradually. 

Tyre and Rubber las seen 
strong growth since a man- 
agement reshuffle in Febru- 
ary last year. The company 
reported 1996 net profits of 
Yn 109.1m ($13. lm) on turn- 
over of Yn3.98bn, compared 
with a loss in 1995 of 


1983 94 85 86 ST 

Ynl70.4m on sales of 

Yn3-41bn, according to inter- 
national accounting stan- 
dards. 

In 1997, the company is 
expected to lift overall sales 
to about Yn4.5bn, but profits 
are expected to be flat, held 
back by the squeeze on mar- 
gins horn faTTing tyre prices 
in China and payment of an 
historic tax charge. 

The Chinese accounts for 


1983 94- 95 86 87 

the first half of this year are 
expected to show pre-tax 
profits of YnB1.97m. The 
international figure was not 
available, but is expected to 
be similar. 

The fan in rubber prices 
over the past year has led 
some rivals to cut tyre prices 
by as much as 20 per cent, 
forcing Tyre and Rubber to 
reduce its prices by 10 per 
cent, Mr Gu said. 


Birla scales down its attachment to jute 

The Indian group is seeking to put the emphasis on its cement operations, writes Kunal Bose 

T he Birlas family, . . "We have no business to The last decade has seen a workforce by about 3,000, *T want to produce more sell cement all over 

which runs India's be in a business which does big change in the ownership but the unions did not quality yam for export and south, where derm 

second- largest not generate profits," says of jute factories, according to relent. I am saying that the independent weavers and exceeds supply. We h; 


T he Birlas family, 
which runs India's 
second-largest 
company, Birla . Jute & 
Industries, admit that they 
have an “emotional ■ attach- 
ment to jute”: they were erne 
of the first Indian groups to 
run jute mills when, the 
industry was dominated, by 
the British. 

But the group now makes 
70 per cent of its Rsl0.47bn 
($293m) revenues from 
cement, and when it sold 
Bally Jute, one of its three 
jute mills, the company 
changed its name to Birla 
Carp. .. .. 

“Our core competency is 
no longer in jute, which 
hardly contributes 10 per 
cent to the group revenue. 
Our new name will. help 
build another strong Birla 
brand equity,” says Mr 
A. L. Kapur, director and 
chief executive officer. 

Added to that is the bur- 
den an uneconomic jute 
operation put an net profits, 
which fell 83 per cent in 
1996-97 to Rs73*m.-- 


. . "We have no business to 
be in a business which does 
not generate profits,” says 
Mr. Kapur. “Our jute opera- 
tion is subsidised by the 
cement division, whose mar- 
gins have come under pres- 
sure because of the 
protracted recession in 
d eman d ’* 

As well as selling the 90- 
tonn&arday Bally Jute mill, 
Birla Carp has asked a busi- 
ness associate to run its 
Soorah jute mill, which has 
a capacity of 40 tonnes. Tbe 
moves mean Birla "will be 
seen in a better light", 
according to Mr Navin 
Suchanti, managing director 
of Pressman Securities, the 
stockbroker. . . 

"Jute is malting a negative 
contribution to the compa- 
ny’s balance sheet but, being 
highly labour-intensive and 
prone to industrial unrest it 
claims a lot of management 
time." he said. "The sale of 
Bally will cut losses an the 
jute account and allow the 
company to be focused an its 
c ore competence areas." - 


The last decade has seen a 
big change in the ownership 
of jute factories, according to 
Mr Shankar Ladia, manag- 
ing director of F.Kanhailal, 
the jute trading house. “Wil- 
liamson Magor, Duncans, 
Andrew Yule, Mcleod and 
the lfannriag have all exited 


workforce by about 3,000. 
but the unions did not 
relent I am saying that the 
wage bill should not be more 
than 25 per cent of the total 
production cost of jute 
goods. Where is the scope for 
earning any profits when 
wages account for nearly 33 


‘Jute is making a negative contribution 
to the balance sheet but, being highly 
labour-intensive and prone to 
industrial unrest, it claims a lot of 
management time/ says one analyst 


from or reduced their expo- 
sure to the industry. A con- 
sensus is emerging that jute 
mills, because of their man- 
agement complexities, would 
better be run by entrepre- 
neurs.” 

Mr Kapur is clear why 
Birla Corp wanted to pull 
back from its involvement in 
jute. "The three factories 
employ nearly 13,000 work- 
ej£..I wanted to downsize the 


per cent of total cost?” he 
asks. 

According to analysts, 
however, Birla Corp cannot 
move away completely from 
jute. Bixlapur, where the 
group's largest jute factory 
is located, bouses five other 
big units within a common 
boundary. Since selling that 
factory is not an option, 
Birla will be moving to 
higher value-added products. 


"I want to produce more 
quality yam for export and 
independent weavers and 
reduce the size of the weav- 
ing section." says Mr Kapur. 
"Over a period of four to five 
years, we should be able to 
tackle the problem of sur- 
plus workers by not be repla- 
cing those who retire or die 
in harness.” 

Mr Suchanti believes that 
reducing the jute side will 
allow the management to 
concentrate on cement, 
which faces its own prob- 
lems. The company’s five 
cement factories, with com- 
bined annual capacity of 
3.55m tonnes, are located in 
the north and east of the 
country where supply is 
exceeds demand. Despite ris- 
ing production costs, the 
company has not been able 
to lift Its prices for more 
than a year and a half. 

However, Birla Carp plans 
to invest Rs4bn in a 1.5- 
tonne capacity cement plant 
in the southern state of 
Andhra Pradesh. 

“The plant will allow us to 


sell cement all over the 
south, where demand 
exceeds supply. We have 
also received all the clear- 
ances to set up a 1.2m 
[tonne] capacity cement 
plant at Satna in Madhya 
Pradesh, but we want to 
build the unit in Andhra 
Pradesh first, to have a 
national presence in the 
cement market,” says Mr 
Kapur. 

Birla Corp is also forming 
a 50-50 joint venture with 
Redland, of the UK. to make 
ready-mixed cement 
concrete. 

“There will be an explo- 
sion in the demand for RCC 
as more and more concrete 
roads are built and the gen- 
eral construction work 
becomes sophisticated," says 
Mr Kapur. 

Analysts believe cement 
prices will start rising from 
October, which will contrib- 
ute to the group’s bottom 
line in the current year. “We 
are looking forward to a real 
good year in 1998-99,” accord- 
ing to Mr Kapur. 


ASIA-PACIFIC NEWS DIGEST 

Wesfarmers posts 
strong advance 

Wesfarmers, the Australian rural products and services 
group, reported a 43 per cent increase in pre-tax profits to 
AS210.2m (US$161.9m) for the year to June. The increase 
was achieved on strong contributions from each of the 
group’s four divisions, which lifted total sales 8 per cent 
to A$2.7bn. The results from the Perth-based group 
included a one-time gain of A$4I.6m from the sale of its 50 
per cent stake in explosives concern Dyno Wesfarmers. 

Industrial stoppages at the group's Collie coal 
operations in the last two months of the year held back 
growth at Wesfarmers Energy, which reported an 11 per 
cent increase in pre-tax profits to A$97m. 

Hardware and forest products saw pre-tax profits rise 21 
per cent on strong retail sales in its chain of warehouse 
stores. Cost cuts at the rural division more than offset 
lower wool and beef prices, and contributed to a strong 
increase in pre-tax profits to A$22.lm. from A$l.7m. 

Wesfarmers expects continued growth in the current 
year, driven largely by its hardware unit which plans to 
open more stores. It also expects wool and beef prices to 
improve, but warned of an impact on the rural division's 
profits from drought caused by the El Nino weather 
system. 

Last month a Wesfarmers bid for 19.9 per cent of ICI I 
Australia, which was spun off from Imperial Chemical 
Industries, of the UK, was rejected. 

Elizabeth Robinson. Sydney 

■ SEMICONDUCTORS 

Sharp decline at TSMC 

Taiwan Semiconductor Manufacturing (TSMC). Taiwan's 
leading semiconductor maker, posted a sharp decline in 
net first-half profits amid diffi cult market conditions. Net 
profits for the January-June period slid to T$6.6bn 
(US$229. 5m i against T$11.3bn a year earlier. Revenues 
dropped to T$16Abn from T$21.3bn in the first half of 1996. 
Tbe company offered no reasons for the profit fall, but 
industry analysts attributed the slide to an overall market 
decline. 

In June. TSMC raised its 1997 net profit target by 60.9 
per cent to T$l4.7bn. Tbe 1997 sales target was lifted 15.4 
per cent to T$40.6bn. from T$35.2bn. Company officials 
and industry analysts say the semiconductor market bot- 
tomed out In the second quarter and expect it to recover 
significantly in the second half. Lavra Tyson. Taipei 

■ RETAILING 

Debut bond Issue for Woolworths 

Woolworths, the Australian retailer, yesterday announced 
details of its debut on the domestic and US capital mar- 
kets with the Issue of a AS 100m domestic 10-year note and 
the pricing of a US$1 00m Issue. 

Investors in tbe domestic issue, which is underwritten 
by Westpac and AMP, can choose fixed or floating rate 
notes. The final composition will be confirmed on the pri- 
cing date, which is expected to be around August 15. The 
US issue, co-led by Merrill Lynch and J.P. Morgan, was 
priced at 72 basis points over 10-year Treasuries and 
swapped back into Australian dollar fixed and floating- 
rate debt 

The issues, together with a A$800m five-year revolving 
credit facility agreed in May. complete Woolworths' debt 
restructure. Elizabeth Robinson 
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Just in time for lunch In Chicago 
and dinner in Europe. The exten- 
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you are in the US or European 
time zones, the DTB provides the 
right time to market. 

Your access to success 


Deutsche 






14 


FINANCIAL TIMES WEDNESDAY AUGUST 6 1997 
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Blockbuster puts Viacom into the red 


By Richard Tomkins In New York 

Viacom, the US entertainment 
company suffering a poor perfor- 
mance from its Blockbuster video 
rental subsidiary, yesterday 
reported a net loss of $l4m from 
continuing operations in the sec- 
ond quarter, compared with net 
earnings of 336m a year earlier. 

However, the 8 cents a share loss 
was not as big as expected. Ana- 
lysts had been predicting a loss of 
14 cents a share, and the compa- 
ny's stock edged up $A to *30*4 in 


early trading. Last month Viacom 
warned problems at Blockbuster 
would result in a charge of about 
$300m to second-quarter earnings, 
main ly because of write-downs 
relating to the cost of surplus stock 
of video cassettes. 

The company also upset inves- 
tors when it warned that weak 
demand for video rentals in the US. 
prompted by increasing consumer 
preference for buying video tapes 
rather than renting them, was 
spreading overseas. 

Viacom said yesterday the Block- 


buster charge was actually $323m 
before tax, including the cost of 
closing underperforming stores in 
certain international markets. This 
charge was not included in the 
314m loss from continuing 
operations. 

Mr Sumner Redstone, chairman 
and chief executive, said Block- 
buster’s new management team, 
led by Mr John Antioco, was put- 
ting operational and marketing ini- 
tiatives in place that were designed 
to refocus on the video rental busi- 
ness and increase its market share. 


"We are optimistic that Block- 
buster will enter a period of 
renewed growth next year," he 
said. 

The video, music and theme 
parks division increased revenues 
by 8 per cent to $i.04bn, with, new 
video stores more than offsetting a 
2 per cent decline in same-store 
revenues world-wide. But after the 
Blockbuster charge, the division 
turned in losses of $179 _3m before 
interest, tax, depreciation and 
amortisation, compared with prof- 
its of $l67.7m a year earlier. 


Hie best performance came from 
the group’s networks and broad- 
casting division, which Increased 
earnings before interest, tax, depre- 
ciation amortisation by 19 per 
cent to $200.1zn. The entertainment 
division, suffering a tough compar- 
ison with last year’s boost from the 
hit fibn AKssion Impossible, saw a 
17 per cent fail to $94£m. 

The publishing division, which 
traditionally makes most of its 
money in the second half, saw a 
6 per cent increase in earn in gs 
to $55 


Restyled 
Ford back 
on track 

Restructuring is paying off, 
says chairman Alex Trotman 


Ford’s fortunes 

Group net p rofits ($bn) 


Group sates (Sbn) 
150 


L ife has not been kind 
to Ford Motor for 
much of the 1990s. 
While Chrysler's shares 
climbed effortlessly and even 
General Motors sold its 
restructuring story success- 
folly, America's second big- 
gest carmaker has struggled 
to get its strategy across. 

Suddenly, the mood has 
changed. Earnings in the 
first quarter of this year 
soared on the back of $800m 
in cost cuts. Second-quarter 
figures were as strong: net 
profits surged 33 per cent 
from $1.9bn to $2.5bn. 
Quicker than Steve 
McQueen's Mustang, ana- 
lysts have decided that Mr 
Alex Trotman, Ford chair- 
man, has a message. 

‘"The second quarter was 
very nice . . . people said it 
was nice because it was such 
a big number ... for us it 
was just another step on a 
very nice trail.” Mr Trotman 
said in an interview with the 
Financial Times. 

Ford's metamorphosis has 
been helped by the buoyant 
US car market, and Mr Trot- 
man is confident the upturn 
will last “GDP growth and 
low inflation will continue,” 
he says. "With low unem- 
ployment and record con- 
sumer confidence, the basic 
conditions are there for 
more of the same.” 
Nevertheless, the compa- 
ny’s recovery has been based 
principally on attractive new 


models and nothing short of 
a revolution in how it organ- 
ises its business. New prod- 
ucts, such as the Navigator 
and Expedition four-wheel 
drive vehicles, have boosted 
profits because of their 
higher margins. 

By contrast, the axe has 
not spared less popular mod- 
els, even those with famous 
names. "We've taken out 
Aspire, Thunderbird, Cou- 
gar, Probe and Aerostar. But 
we're not planning to drop 
any more in the foreseeable 
future,” said Mr Trotman. 
"Maybe one or more will 
reappear. Some of those 
names are important proper- 
ties for the company - 
Thunderbird, in particular.’’ 

Underlying everything has 
been Ford 2000, the restruct- 
uring process unveiled in 
1993. Even once-sceptical 
analysts are admitting the 
scheme is producing results. 

"A lot of people think [the 
aim ofl Ford 2000 is to pro- 
duce world cars. It isn’t. It is 
to optimise resources and to 
have fewer platforms [basic 
engineering structures] if 
that satisfies the customer. 
We have cut the number of 
platforms by 50 per cent 
compared with three years 
ago. and by almost 50 per 
cent on engines and trans- 
missions. But if the cus- 
tomer wants a different 
looking dress in Brazil than 
in Germany, we'll do that, 
but we'll do it with the least 



Souoa: Company 


changes we can get away 
with.” 

The benefits have been 
striking in South America, 
where Ford's competitive 
edge was blunted by the dis- 
solution in 1995 of its Auto- 
lattna joint venture with 
Volkswagen, of Germany. 
Since then, it has struggled 
to rebuild its position - espe- 
cially in small cars. 

Mr Trotman said Ford had 
bounced back by adapting 
established products, such as 
the eyecatching Ka “mini- 
car” launched in Europe last 
year, to local conditions for 
minimum cost- The Ka and 
other new products have 
lifted Ford's sales by 70 per 
cent year-over-year in Brazil. 
“Our market share la up to 
between 14 per cent and 15 
per cent, compared with a 
low of 8 per cent in the Auto- 
latina days.” 

Similarly, the Indian-built 
Escort is essentially a lightly 
modified version of an estab- 
lished design, at a cost of 
“only a few million dollars.'' 
Much the same is being done 
to prepare the European 
Transit van for China. “Top 


management used to exhort 
us to find commonality. But 
you would find a hundred 
reasons why it wasn't quite 
right By the time we'd fin- 
ished, in a regionally struc- 
tured company, we bad 
numerous attempts to design 
common vehicles with com- 
mon engines and not one of 
them worked." 

F ord 2000 was Mr Trot- 
man's attempt to 
overcome that. 
“We've accelerated our prod- 
uct development substan- 
tially in the last three years. 
We’ve lowered the cost of 
doing business. Productivity 
has moved on and quality 
has improved by every mea- 
sure," he said. 

But the task is not over. 
Europe is the biggest prob- 
lem - Ford lost $29 Lm in the 
region last year. “It’s a very 
difficult environment," Mr 
Trotman said. “There is a 
large surplus of capacity. 
More Is coming: Japanese 
and Koreans, and east Euro- 
pean. If anything, the capac- 
ity situation is going to get 
worse. 


“As you go through this 
year, you will see unsatisfac- 
tory profit levels from any 
direction you look in 
Europe. Well improve our 
performance, but it certainly 
won’t be satisfactory." 

Ford has already tried to 
save money by pruning in 
the UK - its biggest and 
once most lucrative market 
in Europe. In January, it 
announced production cuts 
at its big Hale wood plant. 
Many analysts predict the 
axe will fall on high-cost 
Germany next, but Mr Trot- 
man seems sanguine. “Some- 
thing seems to have been 
happening in Germany in 
the last few months. We 
made a deal with our labour 
force which was certainly in 
the right direction in terms 
of cutting variable costs, 
reducing overtime premiums 
and other work practice 
changes that makes us some- 
what more competitive." 

Group earnings should 
also continue to be flattered 
by gains from divesting non- 
core activities. Some ana- 
lysts expect Mr Trotman to 
sell further tranches of both 


The Associates, a consumer 
finance gr oup , and Hertz car 
rental 

Squeezing more value out 
of Ford's car components 
division will be a tougher 
job. The business, reorgan- 
ised last November into 
Automotive Products 
Operations, is one of the 
world's biggest parts mak- 
ers, with 80,000 employees 
and sales of $16bn. 

However, the unit depends 
almost entirely on business 
from its parent. At next 
month's Frankfurt motor 
show in Germany, Ford will 
unveil a new identity for 
APO. The aim is to reduce 
its reliance on Ford from 
about 94 per cent of sales to 
80 per cent 

Critics will complain Ford 
has been tardy in turning to 
the components side. But 
compared with its other 
problems, tidying up the 
parts bin came an under- 
standable second to licking 
the vehicle itself into shape. 

Richard Lambert 
and Haig Simonian 


Endesa’s deal with Enersis is vital for both power companies, say FT reporters 

Timely double prize for Spanish power giant 


By Tom Bums in Madrid 

Endesa, the Spanish power group, 
has picked up a double prize with 
its plan to buy a big stake in Ener- 
sis, Chile's biggest electricity con- 
glomerate. Bankers who got to 
know both companies during the 
long negotiations say Endesa 
acquired a lot more than a flagship 
business in Latin America's fast- 
expanding utility sector. 

"Endesa has bought itself a valu- 
able input to its corporate culture 
at just the right moment,” said one 
banker. “The people who have 
made Enersis what it is are going 
to make their presence felt in End- 
esa, and that is all to the good." 


The agreement between the two 
companies gives Endesa the right 
to hid for a 29.04 per cent stake in 
Enersis. currently held by its man- 
agers and workers in five invest- 
ment companies known as the 
Chispas. The $i.2bn deal includes a 
call option that allows the bought- 
out Enersis shareholders to buy 5 
per cent of Endesa from Sepi, the 
Spanish government agency which 
owns 66 per cent of the power 
group's equity. The purchase 
would make the Chileans Endesa's 
biggest single shareholders and 
give them two seats on its board. 

As an Endesa director. Mr Jose 
Yuraszeck, Enersis chief executive 
and its charismatic founding 


father, has the opportunity to graft 
on to the Spanish power giant the 
lean and aggressive management 
style that fashioned Enersis into a 
corporate role model of Chile's 
plunge into the free market 

The timing is perfect - Endesa 
faces the dual challenge of the 
deregulation of the Spanish elec- 
tricity sector and of its own privati- 
sation. 

Endesa was steered through the 
complex Enersis takeover by San- 
tander Investment, the merchant 
banking arm of the big Spanish 
banking group, which has 3 per 
cent of Endesa’s equity as well as 
considerable financial interests in 
Chile. The chief complication was 


the Chispas, created by Mr Yurasz- 
eck and his managers to allow 
employees to invest during privati- 
sation. 

As financial advisers. Santander 
Investment realised early on that 
Mr Yuraszeck and his colleagues 
would only sell if they could buy 
into the Spanish power group and 
become involved in its future. 

Mr Rodolfo Martin Villa, a for- 
mer conservative politician who 
was appointed chairman of Endesa 
at the beginning of the year, recog- 
nised that Mr Yuraszeck needed to 
“belong” to the Spanish group. As 
a further measure of Endesa's con- 
fidence in Enersis, the Chilean 
company's management will stay 


in place and head Endesis, an 
Endesa-controDed strategic venture 
to acquire more Latin American 
assets. 

Endesa executives believe Ener- 
sis’ brand of dynamism can provide 
crucial insights for the power 
group as it diversifies into telecom- 
munications and natural gas. 

The Chilean presence in Endesa, 
via the investment company Euro- 
luz, formed by former Chispa 
shareholders, provides the power 
group with a stable and industri- 
ally sophisticated partner with 
clear ideas about shareholder 
value. It is just the type of investor 
that Endesa wants to attract in its 
forthcoming privatisation. 


PetroFina 




FIRST HALF PROFITS RISE 61% 


PetroFina today reported its unaudited 
Group consolidated profit for the first half 
of 1997 at 10.806 billion BEF. up 61% 
compared to 6.702 billion BEF for the 
same period in 1 996. These first half 
results include almost no non-recurrent 
items. Operating profits amounted to 
24.044 billion BEF, compared fo 
17.665 billion BEF for the same period 
last year. 

Cash flow for the period amounted to 
28.1 billion BEF, as compared to 21.4 
billion BEF for the corresponding period 
of 1 996. Sales and other operating 
revenues were 348.6 billion BEF, a 22% 
increase over the first half of 1 996. 

In comparison with the same period of 
1996, PetroFina s first half results reflect 
four principal evolutions: 

- improved results in the upstream sector, 
due to increased production volumes, 
higher crude oil prices and the 
appreciation of the US dollar; 

- recovered results in the downstream 
sector, due to improved refinery margins, 
increased throughput and the growth of 
Fina network sales; 


- stabilizing results in the chemicals 
sector, with ihe progress in the European 
monomers sector offsei by eroding 
margins in the US. 

- improved results in the points sector, 
particularly in France and Germany. 

On the 25th February 1 997 the Board of 
Directors of PetroFina proposed to the 
Board of Directors of Fina, Inc., a 85.4 
% subsidiary of PetroFina. a negotiated 
merger pursuant, to which Fina, Inc. 
would become a whollyowned affiliate. 
An Independent Committee of Directors 
of Fina. Inc. has been appointed to 
evaluate the proposal and lo negotiate 
the terms of the merger. These 
negotiations are continuing. 

PetroFina is actively working with the 
appropriate authorities, SEC and NY5E, 
on the introduction of the PetroFina share 
on the New Yorf. Slocf. Exchange. The 
first listing is expected on Wednesday 

3^ September 1 997. 

The whole press release is available at 
the Barclays Ban! pic, 8 Angel Court, 
Throgmorton Street, London EC2R 7HT. 


PETROFINA s^, 52 rue de ('Industrie. B-1040 Brussels 


A powerful match made 
in the spirit of growth 


By Imogen Mark 
in Santiago 

To grow or not to grow was 
the choice facing Enersis, 
Chile’s biggest electricity 
conglomerate - and “not 
growing is not in the spirit 
of this company”, according 
to Mr Jos6 Yuraszeck, chief 
executive. 

Last Sunday, he and a 
handfol of owner-executives 
signed the deal with Endesa 
which will ensure the 
group's continued expan- 
sion. "It gives Enersis a 
strong partner with deep 
pockets,” said Ms Jane Wins- 
low, head of research at 
HSBC James Capel in 
Santiago. 

It wffl not, however, give 
Endesa control of the group. 
"If you want to talk about 
control," said Mr David 
Hurd, chief analyst at Mer- 
rill Lynch in Santiago, “it’s 
not in the hands of Endesa. 
They will only have eventu- 
ally two of seven seats on 
the board." 

Enersis is a holding com- 
pany which began life less 
than 10 years ago with one 
big asset - the recently- 
privatised Santiago distribu- 
tor, Chllectra. It now has 
$10bn of assets under man- 
agement in Chile, Argentina, 


Peru. Brazil and Colombia. 

However, growth was lim- 
ited by its ownership struc- 
ture. A controlling stake - 
acquired partly In the initial 
privatisation and then in 
subsequent purchases - is 
held by its managers and 
workers in five investment 
companies, known as the 
Chispas. 

Endesa is offering to buy 
the ordinary Series A shares 
by public tender at 230 pesos 
each, with a 40 peso pre- 
mium for shares in the com- 
pany owned by workers, esti- 
mated at about 60 per cent of 
all the Chispa shareholders. 
It is paying an estimated 
S500m for ICO per cent of the 
preferred series B shares 
owned by Mr Yuraszeck and 
13 other executives, who will 
sell 51 per cent immediately 
and the remaining 49 pier 
cent after five years. They 
have negotiated a five-year 
management contract for 
themselves and about 30 
other executives. 

The cornerstone of the 
deal is the continued pres- 
ence of Mr Yuraszeck and 
his team. "They’ve done a 
good job with everything 
they’ve touched,” said Ms 
Winslow. “I would be a lot 
more cautious ... if it had 
meant the management of 


Endesa were taking over." 

The specific skill of the 
Enersis team is its ability to 
streamline and modernise 
the management of state- 
owned power companies. In 
particular it has become 
adept at cutting power losses 
from theft and bad mainte- 
nance. and at marketing and 
commercial strategies for 
both generating and distri- 
bution in the region's newly 
privatised and competitive 
markets. 

Hence the Chileans with 
Mr Yuraszeck will head the 
new joint venture. Endesis, 
whose main objective is 
‘'jointly to participate in new 
privatisations and other 
investment opportunities in 
the energy sector in all the 
Americas with the tempo- 
rary exception of the US and 
Canada". Endesa will hold 55 
per cent and Enersis, 45 per 
cent 

The Chileans will also take 
an active part in the privati- 
sation of Endesa. “We hope 
to help speed up the process 
of privatisation in the Span- 
ish electricity companies,” 
said Mr Yuraszeck. 

“We will be the main pri- 
vate partner fin Endesa] and 
when the rest of it is priva- 
tised we shall have an 
important stake." 


AMERICAS NEWS DIGEST 




hit Aetna stock 

Shares in Aetna foil $12% to $104% in early Wall Street .' 
trading yesterday as the US health and fife Insurer- - ' 
announced second-quarter results hi line with expecta- 
tions, but admitted it was scaling hack prqjectioosfor 
growth in its health , management organisation. . 

Attention focused on the company's health manage- 
ment business, as Aetna cemtinues to consolidate last - 
year's $8J9bn purchase of US Healthcare, the largest 
health management organisation in the US. Actual oper-: 
ating profits rose by 2S per cent compared with the perfor- 
mance of the two companies 12 months iagei, once several 
exceptional items were excluded. Operating net income - 
was $205 Am. or $1.27, exactly in line with the consensus 
projection of analysts polled by First CalL 

But rising medical costs continued to be a problem, as 
the company admitted that higher costs for inpatients, 
physicians and pharmacies , bad only been partially slowed 
by its re-contracting efforts. As a result, operating profits 
for Its health insurance business fell compared to the fig- 
ure for a year earlier 

Increases in commercial and Medicare medical costs 
exceeded the effect of higher premium rates, higher com- 
mercial membership and operating expense saving s . 
Aetna also told analysts that it expected premium rates to 
grow by about 3 per cent for the year - less than some 
analysts had predicted. 

The financial services arm ccmtinued fo benefit from 
the exceptionally strong market for investment savings 
products. Aetna Retirement Services reported operating 
earnings of $5&5m, a 22 per cent rise on the $46.7m 
recorded a year earlier. Assets under man a ge m ent rose 23 . 
per cent to $3&9bn. John Anthers, New York 

■ CANADA 


Alcan Aluminium settles dispute 

Alcan Aluminium has signed a final settlement with the - 
British Columbia government after a long dispute over 
environmental concerns that prevented the company from 
expanding operations in the province. 

It agreed to build a new C$L2bn (US$87Gm) alu m ini um 
smelter in Kitxmat, subject to market conditions, and end . 
its court action against the province, in which the com- ' 
parry was claiming damages for the losses it incurred as a 
result of the government’s decision to cancel Alcan's 
Kemano hydroelectric project. 

The compan y launched a C$535m lawsuit after the pro* 
vindal government cancelled the half-built project in 1995 
over concern that it would damage the environment The 
project would have provided power for a C$1. lbn expan- 
sion of Alcan's gristin g aluminium smelter at HxtimaL 
Mr Jacques Bougie, Alcan president and chief execu- 
tive, said the agreement would allow the company to pro- 
tect its gristing operations, preserve its ability to expand 
in BC, and recover some of the value of Its Kemano 
investment The new smelter could be operating as early 
as 2003 and no later than 2010, the company said. 

Scott Morrison, Vancouver 

M INTERNET 


Microsoft acquires VXtreme 

Microsoft Carp yesterday said that it had acquired 
VXtreme, a Silicon Valley developer of technology for 
sending audio and video over the internet Terms were 
not disclosed, although a source familiar with the deal - . 
put the value at $75m. . 

Microsoft said VXtreme’s technology would be inte- . 
grated into future versions of its NetShow and Site Server 
products. VXtreme, based in Sunnyvale. California, was 
founded last year by Stanford University computer scien- 
tists and funded by investors including Cisco Systems, 
Softbank of Japan and Informix Software. 

Reuters, Seattle 

BANKING 


BankAmerica in debit card mote 

San Francisco-based BankAmerica, which runs the larg- 
est retail banking branch network in the US, yesterday 
announced it would cover all liability for debit cards, in 
an attempt to expand debit cards' share of the payments 
market Dehit cards are still relatively unpopular in the 
US compared with Europe, and the current industry stan- 
dard is for customers to be liable for at least the first $50 
of any fraudulent or unauthorised transactions made with 
their cards. Mr Gene Lockhart, who became president of 
BankAmerlca’s global retail bank earlier this year after a 
stint as chief executive of MasterCard, the bank associa- 
tion, said the step was an “unprecedented industry - 
move". It intensifies the attempts by Visa and MasterCard 
issuers to establish debit cards on an equal footing with 
credit cards. John Anthers 

VENEZUELA 


Bank reserves tightened 

Venezuela's central bank for the second time in less thaq 
one month has increased the legal reserve requirement - 
for banks. These must now lodge 17 per cent, of their 
deposits with the central bank, an increase of 2 pea-cart- 
age points. ’ . _ • 

The move is to soak up excess monetary liquidity in the 
market, which has increased as a result of recent wage . ; 
increases and large capital inflows. The central bank has 
repeatedly said it lacks adequate monetary policy instru- 
ments. 

The central bank has also reduced the reference depre- 
ciation rate far its foreign exchange band from L32per 
cent to 1.16 per cent per mouth. It said there has been* 
higher than average demand for foreign currency 
recently, which could reflect speculation in the market. 

Although the currency has appreciated nearly 40 per 
cent in real terms during 1997 it haa weakened" slightly tn 
recent weeks. International monetary reserves are at any 
all time high of $l6.7bn. Both recent central bank mea- . - 
sures are to help bring down inflation from 103 per cent 
last year to a target of 35 per cent this year. : 

RoymondG oUtt, Caracas 

PHARMACEUTICALS * ' ' :: 


Knoll agrees $13Sm settlement . ,• 

Knoll Pharmaceutical two a greed fo .principle to-pay Up to 
$l35m into a fond to settle a series of US action law* 

suits involving its thyroid medk»ticm,.Synlhrqict. : 
in April, Knoll and its pared*. BASF of Geraiany^were • 
sued for $£L5bn for allegedly snpprsssihg a mSdScal stodyr 
to control the US market 'for; thsuoid^ drugs. : r • •_ 
The suit alleged that ftiolLBASF and Boots, the' OK .I - 5 
pharmacy chain, concealed a unlveraity gtndy? c< mcl i i d i n g - 
that Synthroid, 4 synthetic version" of the compound lev?; 
thyroxine, was no" better tbancheaper. generic brands. 
The suit said Knoll^ based in Mount Obve^Newdersey, 
controlled 84 per cent of the $80Qm-a-year Ievdti^xoxfne. . 
market in the US. ’ri-f 

Knoll said it would cantribute$9&ntotbe fondtq <wver 
payments to class-members; legal foes and related 
expenses. If there are more. than, .an eligible da fo uffl ts. 1 
Knoll said it would contribute additional payments qp to'- 
lrtariu nmi nf yiaS iri; *« • ->,• 

Knoll said “the sefflsnent ln no way implies, or ' 


had not ruled on the merits of tfiff ctsdins. Itifltod 
fhe proposed! 

agreement andconrt aiprpyaL 







All of these securities haring been sold, this announcement appears as a matter of record ovhj. 
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INTERNATIONAL 


36,797,700 Shares 

Common Stock 
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This portion of the offering ms offered outside the United States and Canada by the utiderxigntd. 

MORGAN STANLEY DEAN WITTER 

A j&iV AMRO RO THSCH IL D A s * 1 ** Su «* corporation 

j HSBC INVESTMENT BANKING 

CA7F.mv™ S MERRILL LYNCH INTERNATIONAL J.R MORGAN SECURITIES LTD 

CAZENOVE & CO. CREDIT LYONNAIS SECURITIES CREOn, 1TAL I,NO DAIWA EUROPE LIMITED SOCIETE GENERALE WESTDEVTSCHE LANDESBANK GIROZENTRALE 


27,198,300 Shares 

- This portion of the offering mis offered in the United Staten and Canada by the undersigned 

MORGAN STANLEY DEAN WITTER 

LEHMAN BROTHERS 

MERRILL LYNCH & CO. 

J.P. MORGAN & CO. 


ABN AMRO CHICAGO CORPORATION 


BEAR, STEARNS & CO. INC. AG. EDWARDS & SONS INC 

LAZARD FRERES & CO. LLC „„„„ , 

ROBERTSON. STEPHENS & COMPANY LLC 

ADVEST, INC. CHATSWORTH SECURITIES LLC DOMINICK & DOMINICK EVEREN SECURITIES mr 


SBC WARBURG INC. 


GOLDMAN, SACHS & CO. 


A rwr,™ SOCIETE GENERALE 

~~ — — ”1, 

NESBITT BURNS SECURITIES INC. ORMES CAPITAL MARKETS, INC. 


RAYMOND JAMES A ASSOCIATES -INC. 
MURIEL SI EBERT &C0., INC. 

August 1997 


RBC DOMINION SECURITIES CORPORATION THE ROBINSON-HUMPHREYC 

SUTRO & CO. INCORPORATED 


RAUSCHER PIERCE REFSNES. INC. 


COMPANY. INC. SCOTT & STRINGFELLOW, INC. 

WHEAT FIRST BUTCHER SINGER 




COMPANIES AND FINANCE: UK 


Interim pre-tax profits of £669m despite losses in its investment banking activities 

Nat West promises 
independent future 




By George Graham, 

Banking Correspondent 

National Westminster Bank 
yesterday promised a 
“strong, independent 
future,” rejecting sugges- 
tions that it needed to merge 
with a stronger financial 
company. 

So far this year Nat West 
has seen its approaches to 
the Abbey National banking 
group rebuffed, and has 
itself spumed a proposal 
from Prudential Corp, the 
UK insurer. But Lord Alex- 
ander. chairman, said those 
“exploratory talks" had con- 
firmed NatWest's manage- 
ment in its determination to 
go it alone. 

“Thei^. isa world of differ- 
ence between taking a view 
that you need a merger, 
which we don't, and examin- 
ing opportunities. We do not 
need a partner." he said, as 


the group reported a profit of 
£775m from continuing 
operations in the six months 
to June 30. 

The turmoil surrounding 
NatWest in recent weeks 
prompted the bank to invite 
about 2,000 managers to the 
International Conference 
Centre in Birmingham to 
present the results and 
attempt to calm staff worries 
about its future. 

Mr Derek Wanless, chief 
executive, said NatWest. 
which had expressed interest 
in buying an insurance com- 
pany or a building society, 
now planned no significant 
acquisitions. It would, how- 
ever, be interested in smaller 
deals such as TSB Ireland, 
should it become available. 

Group profit before tax 
totalled £6G9m after a £l06m 
adjustment for the effects of 
the Budget on its leasing 
business. This was offset by 


a reduced tax charge, leav- 
ing attributable profits of 
£486m compared with lasses 
of £lllm a year earlier, 
when NatWest took a book 
loss on the sale of its US 
retail banking subsidiary. 

NatWest's investment 
banking division sank into a 
pre-tax loss of £22m, partly 
because of the £77m net loss 
from the mispricing of inter- 
est rate options discovered 
earlier this year. The bank 
announced on Friday that it 
was moving treasury 
operations, which made pre- 
tax profits of £l69m in the 
first half, into a separate 
unit, leaving an equities, 
debt and advisory business 
whose pre-tax losses totalled 
£l9im. 

Mr Wanless insisted that 
split was not intended to 
make (he investment hank 
easier to sell off. 

“It is not ring-fenced for a 






Derek Wanless (left) and Lord Alexander, return on equity is ‘clearly inadequate’ 


sale. It is ring-fenced 
because the businesses that 
are there make sense 
together." he said. 

Mr Wanless said Nat- 
West's 13.4 per cent return 
on equity in the first half 
was “clearly inadequate," 
and he was determined to 


achieve the group's 
long-term target of 17.5 per 
cent in 1998. 

Although NatWest’s UK 
retail bank increased its 
market share in areas such 
as payment cards and «nau 
and medium business bank- 
ing, its relatively weak prof- 


itability has been placed in 
unflattering relief by the 
exceptionally strong perfor- 
mances of rivals Lloyds TSB 
and Midland Bank which 
have both reported their 
interim results in the past 
few days. 

The shares fell 3Sp to 835p. 


London casino bid ruled out Zeneca finance 
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By Scheherazade 
Daneshkhu and Stefan 
Wagstyt 

A bid to create London’s 
largest up-market casino 
company was blocked by the 
government yesterday on 
the grounds that it would 
not be in the interests of 
competition. 

The department of trade 
and industry accepted tbe 
recommendation of the 
Monopolies and Mergers 
Commission to stop London 
Clubs International from 
renewing Its bid for Capital 
Corporation, its smaller 
casino rival. 

London Clubs made an ini- 
tial £l92m ($3 13m) hostile 
bid in February, which 
lapsed in April after the 
MMC referral- 


Shares in both companies 
fell sharply yesterday with 
Capital down 10 per cent and 
London Clubs off 4 per cent. 
Capital, which operates 
Crockfords and the Colony 
Club, fell I9p to 165p; Lon- 
don Clubs closed 16p down 
at 386'/*p. 

Mrs Margaret Beckett, 
trade and industry secretary, 
said the merger would have 
given London Clubs 79 per 
cent of the upper end of the 
London market, leaving cus- 
tomers with “inadequate 
protection" against the pos- 
sibility of raised charges or a 
reduction services. 

" Competition would be 
substantially reduced, cus- 
tomers’ choice of casino 
operator would be restricted 
and the level of innovation 
undertaken would suffer,” 


she said. She added that 
there were no undertakings 
which London Clubs could 
give, even tbe sale of one or 
two casinos, which would 
compensate for the loss of its 
main competitor. 

London Clubs, which oper- 
ates seven of London's 21 
casinos, including the Ritz 
and Les Ambassadeurs. 
argued that the UK public 
interest was not at risk 
because most players were 
from overseas and the Gam- 
ing Board's regulation of the 
odds at the tables made price 
issues irrelevant 

Mr Alan Goodenough, 
chief executive of London 
Clubs, called the decision 
“disappointing and illogi- 
cal”. but said the decision 
had vindicated its strategy of 
diversifying overseas, with 
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operations in Beirut, Egypt 
and Las Vegas. 

Mrs Beckett's decision fits 
with her stated policy of 
using her authority to pro- 
mote competition as the best 
way of advancing the inter- 
ests of consumers. The ver- 
dict also fits with her deci- 
sion to oppose the plans of 
Bass to buy rival brewer 
Carls berg- Tetley, also based 
on a view that the combined 
companies would have too 
big a market share. 

Mr Alan Hearn, chief exec- 
utive, of Capital, said the 
group was likely to take the 
Crockfords brand into main- 
land Europe. 

Ladbroke. which has four 
London casinos and is apply- 
ing for a fifth licence, would 
not comment on whether it 
would bid for Capital 1 
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By Stefan Wagstyi and 
Daniel Green 

Mr John Mayo. 41-year-old 
finance director of Zeneca, 
the pharmaceuticals group, 
was yesterday named as 
finance director of the Gen- 
eral Electric Company. 

He will start on October 1, 
with a brief to help Mr 
George Simpson, managing 
director, restructure GEC 
and slim its complex portfo- 
lio of joint ventures into a 
more coherent whole. 

The news was welcomed 
in the City, where GEC 
shares closed up 17y»p at 
36T4p. 

Mr Mayo's appointment 
ends a search which began 
more than a month ago after 
the resignation of Mr David 
Newlands. who served for 
eight years. Mr Newlands 
worked closely with Lord 
Weinstock. the long-s tanding 
managing director who 
retired last year. 

Mr Mayo trained as an 
accountant at Arthur Ander- 
sen and then moved to the 
City to take a pest in corpo- 
rate finance at SG Warburg. 
now SBC Warburg, the 
investment bank. 

At 24 hours’ notice, he 
took up a six-month second- 
ment to 1CI to help tbe 
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chemicals company fend off 
the threat of a possible take- 
over bid from Hanson, the 
acquisitive conglomerate. 
Working as personal adviser 
to Sir Denys Henderson, the 
1CI chairman, Mr Mayo rec- 
ommended the strategy 
which led to the demerger of 
Zeneca from ICL 

Appointed Zeneca's 
finance director, he was 
involved in developing the 
company as a leading phar- 
maceuticals manufacturer. 

In t h<> City in indus- 
try, his strength is seen as 
his ability to shake up an 
old-established British com- 
pany while dealing fairly 
with people. 

Mr Mayo said he was 
attracted to GEC by the 
intellectual challenge 
involved in dealing with 
such a complex company 
and the potential to create 
value. “When I went to ICL 
it's market capitalisation 
was £6.6hn. The market capi- 
talisation of ICI and Zeneca 
is now about £27bn. If you 
look at GEC, it’s more com- 
plicated than ICI but not dis- 
similar." 

His replacement at Zeneca 
is Mr Jonathan Symonds, 38, 
chairman of the global phar- 
maceuticals group at accoun- 
tant KPMG. 
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358.6 

397.7 Gross sales revenue 

635.3 
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1996 


1997 
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Rm 
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Rm 

Rm 

Gross sales revenue 

3,930.5 

3.886.2 

Gross sales revenue 

222.3 

202.8 

Profit before taxation 

365.6 

531.3 

(Loss) /profit before taxation 

(15.4) 

6.6 

Net profit attributable to 



(Itass) /profit after taxation 

(15.4) 

6.6 
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27 83 
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_ 

53 
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204.6 

289.2 

Capital expenditure for the period 

93 
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212.4 
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Dividends per share (cents) - Interim 

50.0 

75.0 
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63.6 
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_ 

_ 
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investments 
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Final cash dividends of 80 cents, 105 cents and 32 cents respectively, have been declared to ordinary shareholders of Ando American Platinum 

Corporation Limited. Rnstcnburg Platinum Holdings Limited and Pmgieteisrust Platinums Limited registered at the dose of business 

on Fridav 

29 August 1997 payable on Wednesday 17 September 1997. Payments from London will be made in United Kingdom currency at tbe rate of 

exchange ruling on 8 September 1997. United Kingdom income tax will be deducted bom the dividends where applicable. 
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NEWS DIGEST ; 


Diversification 


Mayflower, the engineering group which designs and ' 
manufa ctures car bodies, has begun to- div er sify into 
aircraft design. 

Mr John Simpson, chief executive, said die company 
was doing some design work on tile tail sections for the 
ramrod and Eurofighter aircraft. The contract worth 
about nOm ($lfil3te> this year, was financially 
insignificant , but Mr Simpson said the management was 
taking a close interest in the project, so as to assess the. 
future potential for development. 

His fwnmwnfa came as Mayflower yesterday-revealed a - 

58 per rant jump In interim pre-tax profits to £16.1m tor 
the six months to June 30, following the £10U2m 
acquisition of South Charleston Stamping & 
Manufacturing (SCSM) of the US last year. The 
acquisition, which Mayflower said had nowbeen 
integrated with. MVS, its other US operation, contributed 
about £49m to group turnover, which rose 36 per cent to 
ElSLSm (£14Q.7m). 

Margins were expected to improve In the seeded halt : 
following restructuring of the US operations and the 
reorganisation of Walter Alexander, the bus building 
division, which has seen its Belfast plant reorganised. 

Roger Taylor 

BAA makes £102m provision 

BAA has made a provision of £i02m ($i<&3m) to pay for ... 
tbe government’s windfall tax on privatised utilities, 
although the airports group said yesterday that tbe exact 
amount due would depend on a final agreement with the - 
Inland Revenue. BAA said the figure was at the top add of 
Its expectations. The group had estimated liability at . 
between £70m-£LOam. 

BAA announced first-quarter pre-tax profits of £138m, - 
up 4.5 per cent, before taking into account the provision: 
Profits for the three months to June 30 were depressed by 
£8m by the effect of rephasing traffic charges. Thus is part 
of a tour-year programme, agreed with, airlines, of phamng 
out the differential between peak and off-peak passe n ge r 
charges. ' 

Profits were further reduced by E3m after its decision, - 
announced in April, to stop capitalising interest on work 
on Terminal Five at London’s Heathrow airport until the 
project had received p lanning permission, as well as ' 
government approval. 

The group's airports handled 2&5m passengers in the 
quarter, an increase of 7J8 per cent over tbe same period 
last year. The figures did not include the effects of the 
British Airways' cabin crew strike, which took place last 
month. Midtael Skapinker 

BTR in $60m US purchase 

BTR, the industrial conglomerate, has acquired valve 
actuator Lhnftorqne from the American Manufacturing - 
Corporation for $6Qm cash. 

Limiterque - which has sales of$76m and 60 per cent of 
the US market for multi-turn electric valve actuators - 
used to supply BTR with actuators. BTR said Limit orque - 
would join its process control group, which produces 
valves, batteries and meters far industry. 

Mr Ian Strachan, chief executive, said: “The acquisition 
is the latest in a number of s tr a t e gic purchases made to 
extend our product offering and geographic range In areas 
where we expect to see high growth." 

BTR, which is refocusing on core activities, has 
purchased companies with sales of more than E3BQm so ; 
far this year. Robert Anderson 

BBA makes German buy 

BBA. the diversified m glnepring company, has agreed to 
buy a German manufacturer of railway friction materials, 
for up to DM84. 4m ($45 An). BBA is the European market _ 
leader in car brake pads, hut has been looking to broaden- 
its friction business. It has only had a small railway . . 
friction operation, also based in Germany, while Becorif^j 
Gesellschaft Wilhelm Beckmann has a quarter of the ■?%'■ 
European market fin- such materials. }:\- 

The acquisition will be paid in cash from existing 'Y.- 
resources. For 1996, Becorit made pre-tax profits of 
DMi4.7m and had net assets of DM12. 3m. BBA shares rose 
-lOp to 358p. . Robert AndenUn 

Ashanti falls 42% in quarter 

Ashanti Goldfields of Ghana yesterday reported a 42 per- 
cent drop in second quarter profit before tax, but insisted 
It was on track to meet its 1997 production and cost 
forecasts. 

Pre-tax profit for tbe three months to June 30 Cell from 
$13. 5m to $7.9m. There was a $2£m exceptional charge far. 
a voluntary severance programme that reduced the 
workforce at Ashanti’s biggest mine, Obuasi in rci W « ; by 
100 or 8 pa* cent There wiQ be a frirther $600/100 charge 
in the third quarter. Ashanti estimated these costs would 
be paid back in 18 months. Zh the first half the group's 
pre-tax profit was down by 38 per cent to $24-lm. 

Analysts are forecasting that full-year profits wlILbe in 
a range between $40m and $50m - against $6Q.lm in 1996 
- which Mr Mark Keatley, finance director, said was in 
line with the group’s own expectations. 

Turnover for the quarter rose from $122.6m to $12&3m 
and operating cash flow increased from $34.7ta.to $383m. ’• 
Earnings fell from 15 cents a share to 7 emits. The interim 
dividexd Is held at J23 cents. Kenneth Gooding 

HSBC buys Harwich port 

HSBC Holding, a unit of HSBC investment bankto& is 
haying tbe Harwich Inte rnational part for £72m ($117m) 
fr om th e shipping group Stana Line. 

HSBC director, Mr Nigel Hammond,, said the business. 
would be “eminently floatable" in the madi-nm term, but = 
added that HSBC hoped to use Harwich for acquisition? 
before then. Talks on these could start shortly, be said. 
HSBC envisages that Harwich, on the Essex roast. will : 
double in size and would be able to make acquisitions - 
through increased earnings. • ■: 

Stena will book a SKrlSOm (£11 .45m) capital gain from 
the disposal, which it said would strengthen itScasb 
reserves by around SKrSTSm. -Otaris Crasser 

Billiton merger terms revised : 

Terms of the proposed merger betiireentite nickel’ 1 ' , 
interests of Billiton, the n»nfog r anti metals group recently 
listed in London, and QJST of Australia, have-been revised , 
in the face of QNI shareholder opposition. 

QNI will issue a reduced number of ahares-to give. 

Billiton. 52.5 per cent qf^ the Australian company rather . . 
than the 55 per cent envisage waffflist.'-:- - 

mooted in June. Also, the planned capital return to - ’ 
existing QNI shareholders is raised from 28 cents txy30 
cents. Analysts su g gested this would tw.enoughiogain ., 
grudging shareholder approval a± a meeting to he Udd in - 
September. QNI shares closed lO «intelower at AJ2.4Q . 
I09p($i.773 yesterday, .valuing the4KJ&xx shares to he 
issued to Bunion at Ari^Q0hn.intKe lower half of tfle*- - * 
A$lbn to A yr .zitm valuation ran^ejAaced Qn BU Hton 'sj: i " 
nickel assets by independent valuer Chant SannteLr L 
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TECHNOLOGY 


G oncem that burning 
fossil fuels could 
increase levels of car- 
bon dioxide fCOJ in the 
atmosphere, causing damaging 
climat e change, has prompted 
years of wrangling among the 
world's politicians, scientists and 
envir onmentalis ts. But it has sel- 
dom been regarded as a business 
Opportunity. . 

Now, three enterprises are pro- 
moting "carbon sequestration" 
schemes as a way for ordinary 
consumers to assert themselves 
as responsible global citizens. 

The Carbon Storage Trust, 
Future Forests and the Interna- 
tional Federation for Carbon 
Sequestration turn on a principle 
that is beguiling!? simple. As 
plants grow, they absorb carbon 
dioxide from the air and release 
oxygen, retaining or sequestering 
carbon as a main bunding block 
of their structure and around 
half their mass. 

Trees do this most impres- 
sively, a mature oak. for exam- 
ple, «»n contain about three 
tonnes of carbon. So, say the 
three, planting more trees can be 
a direct and effective way to off- 
set carbon emissions from 
human activity. 

The schemes will work by rais- 
ing money from the public and 
using it for reforestation. They 
are to be run on business prin- 
ciples, but will aim to support 
long-term, sustainable forestry 
rather than maximise profitabil- 
ity. 

All three are convinced there is 


Right climate 
for change 

Sponsored reforestation may the best way to 
combat fuel emissions, writes Caspar Henderson 


a substantial unmet demand- 
Mike Mason, director of the Car- 
bon Storage Trust, based in 
Oxford in the UK, says its 
research indicates that 25 per 
cent of British natural gas con- 
sumers “would definitely pay” 

and 57 per cent “would probably 
pay” an additional £6.25 for a Cli- 
mate Friendly Warranty on their 
quarterly bin, while only 2 per 
would "definitely not pay”. 

Dan Morrell of Future Forests, 
based at Castle Cary in Somerset 
in the UK, agrees. With custom- 
ers paying £3 per tree, he expects 
sufficient funds to plant 500.000 
trees in the UK this winter, and 
2m every year thereafter. 

The Internationa] Fund for Car- 
bon Sequestration, created by the 
Paris-based International Auto- 
mobile Federation (FiAY is build- 
ing what it hopes wifi be a credi- 
ble foundation through its 
involvement in a demonstration 
“blue chip’' sustainable forestry 
project managed by an Edin- 


burgh University team in the 
Mexican State of Chiapas. This 
year the FiA, which is the gov- 
erning body for world motor 
sport, will contribute about 
$50,000 to the Chiapas project, 
which wifi provide enough forest 
cover to “offset" carbon emis- 
sions from this summer's For- 
mula One races. 

However, while strongly sup- 
ported by the public, carbon 
sequestration schemes face chal- 
lenges. Areas of scientific uncer- 
tainty remain, such as the behav- 
iour of forests under climate 
c hang e, but the most immediate 
issues are political and economic. 

One uncertainty is the outcome 
of negotiations at the third con- 
ference of the parties to the Cli- 
mate Change Convention, which 
will be held in Kyoto this Decem- 
ber. European nations may call 
for an absolute limit on carbon 
emissions from the main ricb 
industrial nations. 

The US is more reluctant and 


would probably agree only if pro- 
vision were made for these coun- 
tries to “trade” carbon emissions 
with industrialising countries 
such as China and India. If the 
Kyoto negotiations result in some 
form of carbon market as the US 
envisages it. large scale seques- 
tration projects could prove 
attractive. 

But critics fear the US 
approach could encourage 
sequestration as an alternative to 
policies to reduce emissions. 

Environmentalists will also ask 
whether it would not be wiser to 
strengthen efforts to slow and 
halt the deforestation already 
taking place (estimated to con- 
tribute as much as a fifth of 
global carbon emissions' than to 
plant new forests. And. at around 
1.600 sq miles for 20 years worth 
of emissions from just one mod- 
ern 2.000MW gas power station, 
the sheer amount of land 
required in perpetuity tor at least 
until human emissions of CO- 



Emission statement: deforestation in the Amazon piu-u rr^pJi ftwjj Pn rur^ 


start to decline) also worries 
some critics of the schemes. . 

Nevertheless, "it's easy to see 
there's a vast shortage of funding 
for good forestry projects [world- 
wide],” says David Ward, the 
FIA's director-general. At the 
very least he argues, a buoyant 
market in carbon sequestration 
can help meet this need, even if 
sequestration is not seen as the 
primary aim of afforestation. 

In the UK. according to Morrell 
at Future Forests, there is near 


universal agreement on the desir- 
ability of Dew broadleaf forest 
land. 

"Even if we were to plant 6m 
trees a year from now until 2037. 
Britain's [broadleaf] forest cover 
would only be back up to the 
level it was [early this century],'' 
he says. 

Future Forests, which is a non- 
profit making company with 
charitable status, will negotiate 
"very competitive prices for 
planting”, says Morrell. He hopes 


to leverage each pound raised 
with one from existing govern* 
meat commitments and another 
from the National Lottery. 

Future Forests has formed 
links with large British trade 
unions who may promote the 
scheme to their members. All 
three carbon sequestration 
groups promise a high level inde- 
pendent panel o( environmental 
experts to review their work. 

The Carbon Storage Trust, 
which has now been endorsed by 
Sir Jonathon PorriU. the leading 
UK environmentalist, is looking 
beyond Britain towards the 
potential for sequestration on 
hundreds of millions of hectares 
in tbe world's poorer countries. It 
has sought to weigh up the 
impacts of large scale sequestra- 
tion and to account for risks such 
as uncertain political and legal 
regimes and natural hazards. 

Mason cautions: "It is easy to 
plant more trees. Demonstrating 
that they truly represent an 
increase in carbon storage, and 
that they will endure in the 
future when the world has twice 
as many people, all richer and 
demanding more food, is a differ- 
ent matter.” 

He believes that the cost of 
doing it properly is much higher 
than most practitioners believe, 
but that unless it is done prop- 
erly the environmentalist move- 
ment will never support it. 
“Without that support ' he says, 
"the consumer market and the 
companies that supply it will be. 
quite properly, reluctant to buy 
the product." 
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Heavy metal goes underground 



Bast off: a technician adjusts a gas burner on the furnace 


A chemicals company has 
invented a process for 
trapping heavy metal 
pollutants such as lead and 
mercury, which it claims will 
substantially reduce emissions 
and waste disposal costs for iron 
foundries and other companies 
running furnaces. 

But the new method of heavy 
metal waste disposal, devised by 
US-based Air Products, is viewed 
as retrograde by the UK 
Environment Agency, which 
favours re-use or recycling of 
wastes. 

The patented process, known 
as dust injection, will make its 
UK debat within weeks at an 
unnamed iron foundry. Tt has 
been in operation in Germany 
for three-and-a-half years bnt it 
has been three-and-a-half years 
of tinkering," says Paul 
Hoogsveen, marketing manager 
for Air Products. 

“It has taken quite a lot of 
work to progress from the basic 
idea to something that functions 
well and reliably. Now we have 
something we are confident we 
can show the benefits to other 


foundries." Air Products is also 
looking to interest owners of 
blast furnaces used prior to tbe 
steehnaking process. 

Burning coal produces heavy 
metals, which cling to waste 
dust. The concentration of lead 
in worldwide coals, for instance, 
varies from 10 to 270 parts per 
million, according to research by 
the National Alliance for Cleaner 
Kilns, a UK pressure group. 

The principle of dust injection 
is simple. The dost from the 
rebeating of steel is re-injected 
into the furnace, where the 
heavy metals melt and mix with 
the slag. As the slag cools it 
solidifies and entombs the 
metals. 

The technique, known as 
vitrification, has been used in 
the past to dispose of radioactive 
waste and asbestos. 

The vitrified product is not 
easily broken down bnt can be 
eroded.. . 


Hoogeveen says there is no 
risk of the metal leaching out of 
the slag. “The slag is vitrified 
and rendered harmless," he says. 

“You can landfill it or even 
sell it to road construction 
companies as a road 


gritting material.” 

Heavy metals can cause 
chronic nerve damage because 
many resemble essential 
minerals. The gut readily 
absorbs thallium ions, for 
instance, because they are 


similar in structure to potassium 
ions, which are involved in tbe 
conduction of nerve impulses. 

The change to human nervous 
system function can be 
devastating. Tbe effect of 
mercury poisoning on 
hat-makers who used the metal 
to weigh down tbe brims was so 
alarming that it spawned the 
phrase “as mad as a hatter”. 

But regulators have only 
recently begun to make serious 
efforts to discourage companies 
from sending metal- 
contaminated waste to landfill. 

In the UK. waste containing 
heavy metals must be disposed 
of at specially licensed sites 
which are either naturally or 
artificially insulated to prevent 
leaching of the metals into 
groundwater. These are often 
more expensive to use because of 
the extra work done to make 
them suitable. 

A draft European Union 


groundwater directive could lead 
to a further tightening of the 
roles. It says tbe most toxic 
waste substances, which include 
cadmium and mercury, should 
not be landfilled. 

If the directive is approved and 
were to lead to a redaction in the 
number of landfill sites available 
to accept such material, industry 
would have to find different 
ways of disposing of it. says the 
UK’s Environment Agency. 

But it says the long-term effect 
of dust injection might be to 
encourage industry to continue 
dumping these materials rather 
than to try to re-use them. Also, 
while the application or tbe 
technology was ■‘welcome” 
developing technologies that 
reduce the amount of heavv 
metals produced in the first 
place should not be 
forgo He n. 

In the UK. all industries have 
been searching for alternative 


waste disposal routes since the 
introduction last year of the 
landfill tax. which is levied at £2 
or £7 per tonne, depending on 
the type of waste. 

The production of vitrified 
materials is doubly beneficial for 
companies: they can avoid 
sending the waste to landfill and 
sell the waste to the construction 
industry. 

Bnt Michael Warhurst. 
campaigner on industry and 
pollution for Friends of the 
Earth, the environmental 
pressure group, thinks it 
impossible to predict whether or 
not vitrified material will leak at 
some point in the future. 

“The main problem with 
anything that is claiming to be 
entrapping metals is the extent 
to which it leaches out under 
different conditions such as 
acidic conditions.” says 
Warhurst. 

He says it ought to be possible 
to recycle heavy metals from 
industrial processes. 

Michael Peel 
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INTERNATIONAL CAPITAL MARKETS 


Europe sags on interest rate fears 


GOVERNMENT BONDS 


By Vincent Boland 
and Caroline Pfeiffer 
in London and John Labate 
in New York 


European bond markets 
sagged yesterday as the con- 
tinued weakness of the 
D-Mark, combined with a 
fairly gloomy economic 
assessment from the Lfo 
research institute on Ger- 
many's economic prospects, 
raised the spectre of higher 
interest rates. 

In the absence of trend- 
setting domestic factors, 
other markets fell in sympa- 
thy with bunds - with high 
yielders suffering the most. 

GERMAN BUNDS fell 
sharply after the ITo warned 
that the federal budget defi- 
cit could reach 3.3 per cent 
of gross domestic product 


this year because of high 
unemployment. It also said 
that the Bundesbank might 
have to tighten monetary 
policy to protect the D-Mark 
and reduce inflationary pres- 
sures, should the dollar 
appreciate more. 

“I could imagine that a 
dollar above DM1.90 would 
set alarm bells ringing in 
Frankfurt." said Mr Willi 
Leibfrttz, an lfo economist 
The lfo report, along with 
reported comments from Mr 
Otmar Issing. chief econo- 
mist at the Bundesbank, that 
Import prices were “heading 
in the wrong direction" gave 
bund investors the jitters. 

Mr David Brickman, Euro- 
pean economist at Yamaichi 
International In London, 
said tha t, if prices were ris- 
ing, “one has to think the 
Bundesbank will act on 
interest rates, and if they do 


not act, that they are con- 
cerned about them". But he 
added that German manufac- 
turing data yesterday, which 
showed domestic orders 
expanding by only 1 per 
cent, was a strong argument 
against higher rates. 

“The only argument for 
raising interest rates is the 
currency." he said. 

Though some analysts 
viewed Mr Isslng's com- 
ments as “hawkish", they 
paid they did not signal any 
immediate chang e and that 
the central bank had several 
options, including a change 
in the repo rate. 

Nevertheless, the specula- 
tion left the September bund 
futures contract 44 basis 
points lower at 101.71 at the 
settlement 

“There hasn’t been much 
selling but people 20*6 not 
willing to buy at these lev- 


els. The risks are skewed to 
the downside." said Mr 
Heinz Gunasekera, bund 
analyst at UBS. 

UK GILTS marginally out- 
performed bunds, but ana- 
lysts said investors in Lon- 
don also bad their eye on 
this week’s meeting of the 
Bank of England’s monetary 
policy committee, which sets 
interest rates. 

UK industrial production 
data showed underlying 
growth of only 0.4 per cent 
excluding energy output. 
“That is not the sort of back- 
ground against which one 
would expect to see a rise in 
interest rates,” Mr Brickman 
said, adding that the MFC 
may decide to hold off any 
rise until September. 

The September futures 
contract fell % to 114&- 

The spread of ITALIAN 
BTPs over bunds widened 


again, touching 105 points at 
one time before narrowing 
slightly to 104 points. Domes- 
tic political factors continue 
to weigh on the market, and 
nervousness creeping in 
from Germany exacerbates 
that, analysts said. 

The September futures 
contract settled 75 points 
lower at 135.15 
US TREASURIES fell 
slightly in the morning fol- 
lowing two days of selling 
and price declines. By mid- 
day the benchmark 30-year 
bond had lost £ to 101ft, 
yielding 6.481 per cent 
Among shorter-term 
issues, the two-year note fell 
& to 99g. yielding 5J908 per 
cent, while the 10-year note 
also lost £ to 102 %, yielding 
6-218 per cent 
Analysts continued to 
reflea on last Friday’s steep 
Treasury sell-off, which set 


off the market's current 
downward momentum. 

“The employment and pur- 
chasing managers price data 
called into question not that 
inflation might be rearing its 
ugly head, which is still too 
early to tell, but the pace of 
third-quarter growth,” said 
Mr Kevin Flanagan, econo- 
mist at Dean Witter Securi- 
ties in New York. 

Last week's reports 
suggested economic growth 
was stronger at the start of 
the new quarter than many 
had expected, he added. 

The release of leading indi- 
cators by the Conference 
Board made little impact on 
trading, with the index 
remaining unchanged for 
June. In a slow week for eco- 
nomic news, the overriding 
event is the auction of $38bn 
in new issues, which began 
yesterday afternoon. 


Asset-backed issue 
by Welcome Break 


New international bond issues 


Amount 


INTERNATIONAL BONDS 


By Samer Iskandar 
and Krishna Guha 


Welcome Break, the UK's 
second largest operator of 
motorway service areas, yes- 
terday launched £32 lm of 
asset-hacked securities. 

Investors were offered four 
tranches of bonds, with fixed 
or floating-rate coupons and 
maturities ranging from 10 
years to 20 years. 

The deal was oversub- 
scribed. according to BZW. 
senior co-lead alongside the 
lead managers Bankers 
Trust and Chase Manhattan. 
“This demonstrates the flexi- 
bility offered by the sterling 
market for LBO re-fin anc- 
ing," BZW said. 

The proceeds will refin- 
ance part of the £476m bank 


loan taken out in March to 
fund the purchase of Wel- 
come Break by Invest carp, a 
Bahrain-based investment 
bank. The remaining £55m 
was raised through bank 
loans from Bankers Trust. 
Barclays Bank and National 
Westminster Bank. 

“We have taken advantage 
of excellent market condi- 
tions and the strong finan- 
cial performance of Welcome 
Break to refinance the origi- 
nal bank loans.” said Mr 
Richard Warner, from 
Investcorp’s management 
committee. “This structure 
will prove cost-effective 
while providing significant 
additional debt for the group 
to expand.” 

The bonds were awarded 
equivalent ratings of A and 
BBB from Standard & Poor’s 
and DOR. The ratings were 


obtained by way of a credit 
enhancement, mainly 
through the allocation of 
added collateral to three of 
the four tranches. The collat- 
eral consists of the issuer’s 
property portfolio and cash- 
flow from operations. 

GSS - Guangzhou Shen- 
zen Superhighway - which 
operates a toll road between 
the two south China cities, 
made its debut with a $ 600 m 
offering sold in the US under 
Rule 144a of the Securities 
and Exchange Commission - 
which allows lead managers 
to offer bonds to qualified 
institutional investors. 

Morgan Stanley Dean Wit- 
ter, the lead manager, priced 
a 8200m tranche to yield 375 
basis points over seven-year 
Treasuries, and $400m of 
notes to yield 412.5 points 
over 10-year Treasuries. 
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The issuer, a subsidiary of 
Hopewell's Delta roads busi- 
ness. owns 50 per cent of the 
toll road. The proceeds will 
be used to repay a syndi- 
cated loan and fund further 
construction work. 

Delta and Hopewell pro- 
vide complex partial guaran- 
tees. which cover interest 
payments during the first' 
four years, when cash flow 
from GS-Superhighway will 


be used to amortise the out- 
standing loan. The issue is 
rated Ba3 and BB respec- 
tively by Moody's and S&P. 

Morgan Stanley said inves- 
tor demand demonstrated 
the high yield market was in 
“very good shape”, in spite 
of heavy supply in the US. 

SANWA BANK re-entered 
the market with a $200m 
five-year floating-rate issue 
priced to yield 25 basis 


points over Libor. This 
spread, relatively wide for 
an Aa3 rated issuer, reflects 
on-going concern about Jap- 
anese bank credit. 

Sanwa International, joint 
lead with Merrill Lynch, said 
Sanwa was the first Japa- 
nese bank to re-enter the 
market Investors who had 
been “very shy" about Japa- 
nese bank paper were now 
prepared to invest, it added. 



in Alphatcc 
weigh default 


By Ted Banfacke 
in Bangkok 


Holders of Alphatec 
Electronic's $45m eurobond 
meet today in Zurich to 
decide whether to put the 
company, Thailand's leading 
exporter of computer chips. 
Into default on nearly $45Qm 
of domestic and foreign debt 
that is overdue. 

It was revealed last week 
that at least BtiQbn ($3 15m) 
In “improper transactions" 
hat] taken place at the com- 
pany. Mr Cham Uswachoke, 
Alpbatec’s founder and chief 
executive, and Mr Leslie 
Merszei, chief financial offi- 
cer, both resigned 

There have also been alle- 
gations of a conflict of inter- 
est among board members 
who are also creditors, and 
bondholders may be tempted 
to ignore the company’s 
expected request to delay 
their vote until after a full 
financial restructuring plan 
can be put in place. 

But bankers and lawyers 
claim putting the company 
into default could mean Thai 
creditors, who are secured, 
take fiill control, leaving 
bondholders and other for- 
eign creditors with nothing. 

Some foreign creditors 
suggest Thai banks may be 
obs tr ucting a flrmnrrtal reha- 
bilitation plan in the hope 
that foreign creditors will 
bail out - a move that would 
echo the 1994 takeover by 
Thai banks of a disputed 
highway project from its 
Japanese construction com- 
pany and a consortium of 
Japanese, European and US 
banks. 

“Thai banks would love 
wrrthing more than for the 
bondholders to do them a 
favour.” said a banker 


involved in the negotiations! 
“For foreign creditors, it 
would be the equivalent of 
throwing in the toweL" 

Foreign bankers say that 
as a going concern, Alphatec 
Electronics is still worth a 
great deal It has a proven 
track record of fulfilling the 
requirements of its custom- 
ers, such as Texas Instru- 
ments and Cypress Semicon- 
ductor. However, its assets 
are worth little without the 
technical skills of current 
management, which aside 
from the' ffoaTi rial - team is 
made up largely of western 
computer industry veterans; 

For that reason, foreign 
creditors have been willing 
to work with Alphatec man- 
agement to restore the finan- 
cial health of the company. 
But analysts believe the 
Thai banks, led by state- 
owned Krung Thai Bank, 
know little about the high- 
tech industry and are caught 
in personality conflicts. 

“They are afraid of doing 
any thing with current man- 
agement and the high-tech 
nature of the company 
makes them wary,” said a 
banking analyst at a foreign 
brokerage house. “They 
never understood the issues 
and Mr Charn could have 
told them anything. Now 
they fed they were duped.” 

Krung Thai Bank has also 
been trying to assert its 
independence from the Thai 
government. The bank's 
president. Mr Sirin Nhnxnan- 
ahaeminda is the brother of 
opposition leader Mr Tarin 
N lmmanaha e minda. Krung 
Thai’s refusal to extend 
emergency funding to Alpha- 
tec last month upset the gov- 
ernment, which wanted to 
save the company for politi- 
cal reasons. 
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98.8300 -0340 5.65 SM 535 

102.1300 -4L470 5.71 534 5.87 

1102000 -0340 647 829 632 

1003700 -0470 6£7t 641 6.73 

1193127 -0.120 142 149 1.80 

106.5673 - 2.12 2.19 247 

100.6900 -0.430 536 547 5.54 

120.5900 -1.010 6.30 6.13 624 

106.7000 -0.880 639 6.14 6.31 

1102491 -0380 637 6.44 6.67 

B9-10 -1/32 7.10 7.01 7.04 

101- 04 -11/32 7.09 6.98 7.09 

114-11 -13/32 7.12 8.99 7.14 

102- 29 +1/32 622 8.12 647 

101-25 -2/32 649 840 6.76 

963900 -0.900 6.00 5.79 5.82 

netd* Local martaX samouro. 
r cent peyntJa by nomxJtionaj 

Sores: Standard S Peon. MMS. 


Straw 

Price 

Sep 

Oct 

CALLS - 
NOV 

Dec 

Sep 

Oct 

PUTS — 
Nov 

Dec 

10160 

0.60 

0.52 

0.73 

0.87 

0.3S 

1.15 

1.36 

1.S0 

10200 

0.34 

0.35 

0.54 

0.67 

0.63 

1.48 

1.67 

1.80 

10250 

0.17 

0-23 

0.38 

0.51 

0.B6 

1 .86 

2.01 

2.14 

E3L aoi. km. Com 24S4J Pub 46137. Previous (toy’s Open KiL, Cons 164026 Pub 335421 


FTSE Actuaries Govt. Securities 

Tue Day's Mon 
Aug 5 change % Aug 4 


Price Indices 
UK Gate 


Accrued xd adj. 
Interest ytd 


UK Indices 

— Low coupon yield — • Medium cotton yfaM - — Mgh coupon yield — 
Aug 5 Aug 4 Yr. ago Aug 5 Aug 4 Yr. ago Aug 5 Aug 4 Yr. ego 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(UFFET Lta 200m lOOths of 10096 


1 

Up to 5 yews CO} 

11836 

0.00 

11938 

2AO 

638 

5 yre 

7.10 

7JB7 

724 

7.18 

7.18 

730 

733 

721 

739 

2 

5-15 yeers (30) 

15222 

-022 

152.56 

2.54 

7.01 

15 yra 

738 

7.04 

aoa 

7.10 

735 

B.08 

7.18 

7.16 

ais 

3 

Over 15 yearn (8) 

18132 

-0.47 

183.19 

6.67 

5. BO 

20 yre 

7.08 

7-04 

aia 

7 JOB 

7 30 

8.10 

7.16 

7.13 

624 

4 

Irredeemables (5) 

211.72 

-007 

213.18 

2.61 

a 38 

Irred.f 

7.14 

7.08 

8.27 







S 

AD stacks (51) 

147.04 

-020 

14733 

3^7 

a 70 








- 











— 

Motion <ftt — 


— Inflation 10 % — 




Index-finked 


Aug 5 Aug 4 Yr. ago 


Aug 5 Aug 4 Yr. ago 


Open Sett price Change High Low Est ucH Open ML 
Sep 135.90 135.15 -0.75 13627 13435 7B427 102443 

Dec 107.40 107.44 -0.62 107.40 107.32 628 3380 

■ ITALIAN GOVT. BOND (BTfi FUTURES OPTIONS [LFTQ Lka200m iQOtte of 10096 


8 Up to 5 y®are{2> 

7 Over 5 years (10) 

B All stocks (12) 

Ammo* gross retumpoon yMkfe are shown atom. Coupon Bonds: Low: 096-71196; MMtenc BM-1BWM; Hgre lilt and Mr. t FU ytald. ytd Yaw to dme. 


20601 

-0.01 

206.02 

2.10 

603 

Up to 5 yra 

3.72 

672 

2-58 

607 

60S 

ass 

199.68 

199^7 

-0.13 

-0.12 

199.94 

199.50 

1.31 

1.39 

696 

685 

Over 5 yre 

358 

3.57 

678 

639 

367 

655 


Strata 

Price 

9000 

8050 

8100 


CALLS 


Sep 


Dec 

2744 

26.94 

28.44 


Sep 


pure 


Dec 

0 

0 

0 


FT Fixed Interest Indices 

Aug 5 Atg 4 Aug 1 Jrt 31 M 30 Yr ago Ugh' LoW 


Gilt Edged Activity Indices 

Aug 4 Aug 1 


JU 31 Jul 30 Jii 29 


Git Edged bar ga ins 
5-day average 


NA 

NA 


NA 

NA 


NA 

NA 


Est vo L tom. Cate 10130 Puts B31Q. Previous day's open Cdi 100230 Puts 127B80 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 


Govt Secs. (UK) 96.75 9721 9728 97.63 97.88 9329 9738 8331 

Raid Interest 12537 12590 12&30 128.60 12836 1132B 12898 11532 

C FTSE ktasnsdonal Ud 1097. A1 itgntx reserved. * try 1997. Oovonmem Secuties Ngh since compfeflon: 10740 (Oa/d/35), ter 49.16 (03/01/73). Fixed Interest 
Ngh rax* crenpUtat 13387 Rl Ah /ML to- 5053 P3/Dl/7SJi Baste 1 00: Oovsnsnan Secwtlte 15/1 DCS end Ffewl tasrert l B2& 86 safety Incites rebased 1B74. 
am Edged Mm date vto be ismriitte mil further nafloa. 


NA 

NA 


NA 

na; • 




Open 

Soft price Change 

Htfl 

Low 


Sep 

H6.93 

11634 

-0.61 

11699 

11622 

US INTEREST RATES 

Dec 

UK 

100.92 

10027 

-0.64 

100.92 

100.30 


Est vol. Open Int 
101218 81,453 

368 1.002 


FT/tSMA INTERNATIONAL BOND SERVICE 


Latest 



Treasury BOs 

and Band Yields 





. 




B% 

7*4 





BnArelnnrato 

Tins north- 

. 528 

Fhsirer 

— 511 

Fed. flirts . . 

FwUiiKh rt kitamntai 

5% 

Ski iiioiilh 
Onoyoar — 

5.42 
— . 552 

UHear 

30-par 

622 

648 


NOTIONAL UK GILT FUTURES (UFFET 250,000 32nds of 10096 


Listed are me letet} u tanuiue i bands for wWeftftew is an adsqutesscgiai? matet Latest prices JtTflPpra an Amuat 5 
Issued BU Offer Chg Yield Issued BU Offer Cbg YMd 


Issued BU Offer Chg YMd 


Open Sett price Change High Low Eat vd Open kit 
Sep 114-27 114-09 -0-12 114-27 114-05 70834 176276 

Dec 114-12 113-29 -0-12 114-12 114-00 348 9260 

■ LONG GILT FUTURES OPTIONS (UFFEJ £50.000 64ths of 10096 


112. DOLLAR STRAIGHTS 


ABN Amo Bb* 7*4 05. 
AMcrei0wBk7%23. 


BOND FUTURES AND OPTIONS 
France 

H NOTIONAL FRENCH BOND FUTURES (MAT1F) FFrSOO.OOO 


Strike 

Price 

Sep 

Oct 

CALLS 

Nov 

Dec 

Sep 

Oct 

PUTS — 
Nov 

Dec 

114 

0-50 

1-03 

1-21 

1-38 

0-32 

1-09 

1-27 

1-44 

115 

0-21 

0-39 

0-58 

1-09 

1-03 

1-15 

2-00 

2-15 

118 

0-07 

0-21 

0-37 

0-48 

1-50 

2-27 

P-43 

2-55 

Est v* tote. 0*5 B50 Puis 5336. Pravtous day's open Cato 45230 Puis 37934 


Marts Auvlnoe 7% SB . 
Agenda 11% 17 


Aston Dev Be* 6% 05 . 
Arabia B^z 00 . 


MO 


Bedgn-Wuertt L-Hn 8% 00 , 
EkMxnwd 7lt 04 — 



Open 

SeR price Change 

High 

Low 

Est. voL Open int 

Sep 

129.90 

12920 

-656 

129.92 

129.U 

177.352 

184,955 

Dec 

9684 

98.18 

-0.52 

9684 

9620 

2.540 

16922 

Mar 

0624 

97J5B 

-0.52 

9824 

9624 

2 

- 


Ecu 

■ ECU BONO FUTURES (MATTF) ECU100300 


Bayer VB^stjkS 1 ) 00 . 
Begun 03. 


.500 


a**Cofcrtjto7l,02 
Brffisfi Gas 021 


Open 

96.80 


Sett price Ctmgs High 

96.1 B -0.62 96.88 


Low Est voL Open int 
96.16 1,342 6.741 


BriWiT«fecem6l|02 
CmbOhOS 


m LONG TERM FRENCH BOND OPTIONS (MA71F) 


Chtutg Kong Bn 5^96 . 
ChhaB 1 ] 04 . 


1500 


Strike 

Price 

Sep 

- CALLS - 
On 

Dec 

Sep 

- PUTS — 
Oct 

Dec 

1Z7 

3.23 

. 

- 

0-04 

. 

. 

128 

2.27 

- 

- 

0.08 

- 

- 

129 

1.40 

- 

- 

021 

- 

. 

130 

0.7T 

- 

- 

0.51 

- 

- 

131 

0-27 

- 

- 

1.07 

- 

- 


US 


Onecl Fonder 9b 89. 


■ US TREASURY BOND FUTURES (GST) $100,000 32nda of 10096 


Open Sett price Change High Low Est vol. Open btt. 
Sep 114-21 114-11 -0-10 114-24 114-11 317395 526.575 

Oee 114-10 114-00 -0-09 114-12 114-00 7.013 45215 

Mar 113-28 113-28 -0-04 113-28 113-24 190 31,654 


Est. voL Wat, CUs 17.157 Pus ail I*. Previous day’s own «. Celts B0.071 Puts KKWa 


Germany 

■ NOTIONAL GERMAN BUND FUTURES OJFFE)* DM250.000 lOOths of 1009b 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BONO FUTURES 
(UFFE) YlOOm lOOths of 10096 


Open SeO price Change High Low Est. vol Open Int 
Sep 10229 101.71 -044 102.32 101.58 232284 264967 

Dec 101.45 100.87 -0.46 101.45 10080 8843 13191 


Open Closa Change High Low Est vol Open bit 
Sep 126.50 - - 126.54 126.36 1837 n/a 

Dec 125.90 - - 125.91 125.78 514 n/a 

* UFFE funres aba traded on APT. AH Open kneresr figs are te previous day. 


— Watt— -5? waft.. 

H fedftta e +w-|figi lot 


Note 


_5T» 

W W MaE + nr- (figh 


Lm 


._Y1SU_ ..SZrea* , 

Notes (1) CJ Price E +ar- Ugh Lwr 


Stosta* (Uwswk Sre Taste) 

msBONte 1997# — JM 

frew84«>etS97# *74 

EsA 15(K 1997 HJ4 

EjthSlip: 1936 ftB4 


IimT’mciBBfttt 731 

Tram I51?pc D8tt 1«Z 

EbJi 12k 1986 — — 113* 

TiB»94nciffla« 932 

irereFnaRnBiBOriL — 

EriilTUpc 1999 

Iren llWac 1999 

Tress fipc 1999# 6.12 

Cora lIPspc 1999 16* 

IrareB>spcSI00 4 636 

Cm9pczmn# *** 

Tasre ISpcZSCO 


1138 

938 


It JO 


Tress I4pc 1998-1 1331 

Tmepcsnn# 

Tress 2001 

Tnn3 iQxZOdl 921 

cmohncmt >? set 

OarSVieBXn } 697 

Trees Toe ?an tt 7J04 

EeSi lie 1*0-2 * 1126 

Ore 10BC20D2 i 9JH 

Tnas7pc2!»m 703 


- ICON 
BM7 I00A 
672 I0I\ 
7.01 101& 
7-08 1C0A 
716 I0&U 
7.17 10® 
7.17 103A 

- 10DA 
7.17 »7K 
7.K iosa 
705 9BuN 
7.16 10B1| 
7 JO t02J| 

7.16 

7J1 US* 
7.10 105A 
7.1* 102U 

- lUPa 
731 106% 
7i s m fi 
7J0tDSftll 
7.14 B6A 

7.17 10W 
731 110% 
7.08 ABB 


— HMA 

— I07JJ 

— noii 

10*31 

_ ICBiJ 
-i) 11713 

— 111H 

— 106% 

— iwa 

113H 

— tiofi 

— W, 

— HBU 

— 10*i 
__ 107% 
-A 129% 

— 112M 
-A I«*J 

— 100,'. 
-A 1133 
->b ’OM 
-A 1I0U 

101% 

109A 

112% 

-a iota 


hnflng 3%|K I999-4-. 

100 Com 9%ec2no* 

lOOd 7tearWn*2DW# 

101 % Cara 9%pc 2005 

lOOi Each UPapc 3005 f 

IGSd Traas 12*jpc 2003-5 

IM fnaaitfczoastt 


flwB 


HBH Cow 9%pc£D06 

9711 Tnsi 7‘2p;2Q0B# 

980 Tress /VpcZOKtt 

10714 Trereope 2002-6# — 

wsa Tress 1l%pc 2003-7 

9643 Tress 6%jic2ID07# 

1063 Tree# 7%yc 2007# 

!Kt» TreuI3%pe 2004-8 _* 

iOS? Tress 9pc 2008# 

1154 Trere fee 2009 

105A Tress 6%pc 201 0# 

102 Cora Bpcm 2011# — 

aw 

106 % PwrRIIsis feres 

Treat 9ne 2012# 

liX Ttes* 5%pe 2000-12# - 
,53 Tsae ape 2013# . - 

sm Ti*S8 7 %pc 20)2-15#.. 

Tress Bpc 2015# 

Tfere6%pe2D17# 

Eah I2pc 2013-17 * 

Treat Bpc 2021# 


* M 
641 
*90 
637 
67* 
990 
7AS 
632 
7.32 
7.47 
7 76 
679 
7.77 
7.17 
1017 
7.87 
7 AT 
675 
7.73 


see at* 

7.IB 11M3 


7.IJ 97% 


7.18 113% 
717 12DA 


723 126* 
7.15 106A 


7.15 117% 
7.14 10243 


7.1i 1034, 
726 103/5 


722 12k 1 . 
7.16 10B% 


718 101% 
720 132ft 


7.11 1I*U 
7.11 107,1 


7-11 924! 

7.11 11843 


-A B7A 
-A ii*il 
mi »A 
-% 12243 
-% 1210 
-A 12W 
-A 10B% 
-U iiau 
-& 103J2 
-4 107% 

-A 10*,’. 
-A 123A 
Hi HI* 
-41 UCH 
-2, 134,1 
-43 118 

-33 100% 
mi 96% 
11 B% 


B1A 

109ft 

Wd 

iioa 

117A 

12*}! 

104% 

"3U 

97A 

97% 

1D043 

115% 

10343 


131% 

10344 

99 


■do-tiaM (M 

4%PC'«# (1»s 


255 

U4ft 

ft 114% 

11311 

2'zpc YS * 

719 

139 

■S2k 

ft 182, S 

IN* 

I'heDI 1733) 

3. OB 

172 

IfiBL 

ft 167ft 

hub 

2%pcin [7881 


167 

182)3 

ft 184,1 

1/7A 

*%pt M#__n356) 

UG 

367 

118 A 

ft 120* 

liMt 

2pe '06 168.5) 

330 

361 

110% 

ft 19511 

» 

I'spc'09 UThSl 

332 

156 

174% 

-** 17BA 

S'feftl [74.0 

135 

157 

181* 

ft 183* 

171* 

SkxK'O (rwr; 

137 

156 

140H 

ft ISOii 

1401] 

7%pc'16 

138 

355 

ISDN 

ft 1B1J1 

1**H) 

2*280*20 Bit* 

143 

157 

154 

ft ISA 

143H 

Z^pcT*# P7 7) 

344 

357 

12711 

ft ISA 

118,’. 

4%PC*30# — 113SI) 

3«3 

358 

ISA 

ft 1ZBJJ 

11% 


Piwpecowe naa rebempUon rate on pnj fectsd Intadon at fl) 
1056 and (2) 5H. lb) Rguraa In paranltrem E4nrr RPI base for 
tedareyj Pa 8 more ns poor a, issual and hove been attested to 


107A r-tecs iNsaang c* HR to 100 In Febnray 1987. Coramston 
” fetter 0945. HH hr Nomnb» 1996: 1519 and fer Juoa 1«7: 


1575. 


MB 

423 

7.37 

7.3* 

729 

7.43 

815 

7.18 


7.11 117 A«l 
68B 67B 


7JB 10W 
7.12 105,% 


ms 


m tom 

7JJ7 117G 


7.07 I47A 
700 1H4! 


-43 1104 109% 
-43 8BA 77B 
-% 110 % 

-% 1D7U 
-*i UIJ3 
m% IMA IOA 

-% 1«% 136% 
-% 113% 87A 


Other Fixed Interest 


_ vwa.. 

ht Bed hte«£*«r- 


.52 rate. 


Trees 9%pe 2002 — 


Cm BLoc 7ton - 
7m tec 3X0#- 


Tre* 1 Opt 200* * 


870 

722 

109A 

ft now 

108% 





MWlDaMOtoKMOB— 

628 

719 

123B 


1Z3U 

U4fi 

861 

720 

11031 

-* ia% 

108% 





Blare n%pe 2012 

isa 

720 

132% 



134% 

IS 

8JB 

722 

W7B 

ft HB% 

106,4 ttrtrtrtl 





Uads 13ft; ?206 

975 

- 

138% 



141% 

131% 

872 

7.19 

mu 

ft 113% 

um Qrstto4pe 

738 

- 54* 

ft 

55% 

*7% Uvupta 3%|x kied. 

7AI 

- 

46 


48 

37% 

7SB 

7.15 

sem 

ml 10SH 

<02* WvL0W3%txd7 

7JB7 

- 49% 

ft 

SO* 

ICC tee 70 M 

789 

- 

39rt 



39 

33% 

1173 

7.21 

117 a 

ft 11W 

lira canotacfii /a 

525 

- 68% 

ft 

6TB 

SB* MsredxntBT 11%PC2Q07_ 

902 

7M 

127% 



128% 

12Wj 

880 

720 

113)1 

-% 118* 

111% Tam apcM HI 

747 

- 40A 

ft 

*1* 

35ft Mrt.IMr.3pcF 

381 

635 

83rt 



83 

78 

10.14 

721 

113% 

ft 1?1% 

113 I 4 0 o«rtt 2 | a*: 

7.11 

- 35A 

ft 

38* 

30,, HtoUl tagfe 3%pc 20Z1 . 

- 

*J& 

147/. 



158)] 

IS 

671 

7.19 

114JJ 

ft 11BA 

ill 0m2%pc. 

722 

- 3<% 

ft 

S5U 

29% 4%pel20Z4- 

- 

4 44 142%xd 



■45& 

1B% 


EB 804 

Ex-fin Bank Japan 6 OS 

SOD 

500 

FM Horn Loan 7% 99 — 
Fatal tad Mcrt 7.40 <J4 _ 

_ 1500 
— 1S0O 

Ford Motor Cud 6% 0! .. 

— 12S0 

Gota Mfc 0 13 

_ 1000 

H Finance 5% 9B 

BSD 

ktHftnsr Dw 6% OB 

— 1000 

Wra-Anw Dav 7% 05 

500 

hfi finance 5% » 

— 500 

Italy 6 03 

2000 



Japan Dw Bk 8% 01 

— 500 

Korea Bac Power 6% 03 

— . 1350 

M*u4feBK7%D2 

— 1000 



Mnfin RubgIb 9% 01 

— 1000 



Orteno 7L ns 

2D0G 

03» Kaarcto* ai 2 01 _ 

— 200 

Portugal 5% 03 








flxriwnrJj m . 


Temeeaae Vatoyfi 00 — 

— 1000 

Taressoa Valey 05 — 

_ 7000 

Tokyo Bee Fewer 8% 03 _ 

_ inn 

Toyed Wota Credt 7 07 _ 

— 1000 

Unted Kingdom 6% 01 

- 2000 

Urded Kingdom 7% 02 

— moo 

Wrt Oianey 6% 01 


WfeU Bank 6% 05 

_ 1500 

Wbrtd Bsnk8% 99 

_ 1500 

DEUTSCHE MARK STRWfiffTS 



Butta-Wuotr L-Rrerete G 90 . 2000 

BayaachalBBOe 

_ 1500 

Cra* FonciT 7% 03 

am 

Dacia Ftaraa 6% 03 

— 1500 

Detains Bt Fin 7% 03 

— 2000 

Datodte Finance 5% W 



m SU nn . __ 

2900 

FMSLnn 




Hrtrtia w 5% 01 

— 1500 

ww km Fkraxre 6% 03 

— 2250 

LKB Baden-Wita 8% 08 _ 

— Z2S0 

Ontario 6% 04 

_ 1500 


look 

100 % 

-> 

04! 

102 % 

103% 


889 

103% 

104% 

J 4 

706 

101 % 

101 % 


809 

117% 

118% 

-% 

061 

98% 

99% 


853 

W5 

105% 


823 

104% 

104% 


825 

94% 

94% 


859 

101 % 

101 % 


813 

10 * 

104% 


830 

96% 

96 


831 

105% 

105% 


642 

17% 

17% 


7.48 

101 % 

101 % 

-% 

830 

100 

100 % 

Jfi 

848 

96% 

98% 


878 

97% 

98% 

* 

703 

104% 

105 


815 

99% 

99% 

-% 

888 

99% 

99% 


821 

108% 

106% 


840 

84% 

64% 


839 

102 

102 % 


812 

105% 

105% 

-% 

830 

109% 

108% 

-% 

852 

30% 

100 

-% 

884 

26% 

28% 

**l 

821 

68 % 

99 


612 

98% 

9B% 


851 

105% 

105% 

-% 

858 

98% 

99% 

ft 

607 

99 

SP% 

ft 

829 

98% 

98% 

ft 

7.13 

106% 

108% 


832 

97 

97% 

ft 

709 

103% 

103% 

ft 

849 

106% 

107% 


9JC 

102 % 

1 (2% 

ft 

883 

104% 

104% 

ft 

052 

105% 

105% 


£48 

106% 

108 % 

ft 

036 

97% 

97% 

ft 

637 

103% 

104 

ft 

824 

106% 

105% 


839 

100 % 

100 % 

ft 

810 

101 % 

101 % 

ft 

830 

99% 

99% 


628 

99% 

99% 

ft 

854 

99% 

99% 

ft 

620 

102 % 

1 (2% 

ft 

664 

102 % 

102 % 


009 

W*% 

104% 

ft 

622 

100 

100 % 

ft 

647 

100 % 

100 % 

ft 

646 

105% 

106% 

ft 

5JGD 

99% 

100 

ft 

851 

103% 

108% 


387 

101 % 

101 % 

ft 

5X1 

ras% 

108% 

ft 

548 

105% 

105% 

ft 

535 

109% 

110 

ft 

542 

102 % 

102 % 

ft 

52S 

106% 

105% 

ft 

431 

104% 

«M% 

ft 

432 

107% 

107%. 

ft 

428 

103% 

103% 

ft 

489 

104% 

105 

ft 

530 

1041} 

104% 

ft 

533 

104% 

104% 

ft 

544 


Spain 7% 03, 


109^ 


. MOO 107% 
.3000 103% 
105 


3000 


.3000 109% 


110 -% 
MB -% 
103% -% 
105% -% 
109% 


5.16 

643 

5.18 

L99 

553 


ttiOBf Nefi Treasury 8 CQ E __ lOCD 101% 

BSMi Land 8% 23 £ >50 107% 

Dervnrek6% &B£ 800 99% 

DtefaRntras7%aOE 500 97% 

fflBOSC 1000 10B% 

flnted7C0£ BOD 99% 


.500 43% 


1000 105% 
1000 104% 


1000 102% 


631 Fttmd7%99. 


.300 115% 


-300 111ft 
1000 105 
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CURRENCIES AND MONEY 


US dollar continues its advance 


MARKETS REPORT 


ByWc^diWtaw 

The OS dollar continued its 
upward' climh- ^gaiiist the 
D-Mark yesteniay, gaiiring 
1.5 pfennigs against the Ger- 
man currency in -foreign 
exchange tr ailing in Europe. ' 

The dollar . reached fresh 
eight-year frighs against the 
D-Mark- daring- . trading, 
when it rose above DML88, 
but- it ended the day at 
DMi-879 at dose of trading 
in. London. On Monday the 
dollar closed at DMtB&L . "■ 

. The dollar also rose 
strongly against the French 
franc during ’ the day. It 
traded atFFrt.3507. its high- 
est since late 19S9, bot closed 
at FEVR343, up 0.7 of a cen- 
time from Monday. 

The dollar touched its 
highest levels for almost 
four years against - the Swiss 
franc . when it rose to 
SFrl.536 before easing tQ 
SFri.534. • 

The yen gained ground 


against the D-Mark in the 
wake of the dollar. It rose to 
a two-year high against the 
D-Maric, to under Y63 after 
rumours of heavy selling 
from US funds.' But the 
D-Mark later recovered to 
Y63.40. Meanwhile, the dol- 
lar's general strength took it 
to YU9.1, hran Y11&2. 

; . Sterling followed the dol- 
lar upwards against the 
D -Mar k, to. over DM3.06, 
helped by higher- than-f ©re- 
cast industrial output, and 
speculation that UK interest 
rates will' be raised at the 
meeting of the Bank of 
England's monetary policy 
committee, which starts 
today. Sterling later settled 
at DM3.058, up 1.8 pfennig. 

Meanwhile, -the troubled 
Thai, baht was upset by news 
that a. large number of 
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domestic finance companies 
would be suspended by the 
central bank. 

: The baht fell to Bt3l.70 to 
the dollar near the close in 
domestic market, from 
Bt31.20 m early trade. Off- 
shore. the baht traded 
around at Bt31.3. 

■ The dollar's strength came 
against a background of 
uncertainty over the Bundes- 
bank’s plans for the possible 
reintroduction of a variable 
rate securities repurchase 
rate, and an interview by the 
bank's chief economist. 

The latest repo, announced 
yesterday, was again at a 
fixed rate of 3 pm- cent. But 
the central bank has said 
only the first two repos dur- 
ing the four-week summer 
break would be fixed. This 
leaves open the possibility 
that the third one could be 
switched to a variable rate 
next week, thus allowing it 
to move slightly higher in a 
bid to halt the dollar’s climb. 

Mr Otmar Issing, a Bund- 
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esbank director, kept specu- 
lation alive by expressing 
concern about the rising dol- 
lar and its impact on poten- 
tial inflation. But in an inter- 
view with B&rse Online, an 
investment magazine, he 
said there was “no auto- 
matic link " between interest 
rates and a particular dollar 
leveL 

“As the dominant world 
currency, the dollar of 


course has special Impor- 
tance." he added. “It is not 
the level, but the rapid 
decline in the value of the 
D-Mark that is a cause for 
concern," he said. The inter- 
view was given when the 
dollar was below DM1.84. 

The Bundesbank denied 
rumours it was planning an 
emergency meeting today. 
“That is absolute nonsense.” 
a spokesman said. 

■ The Thai baht fell further 
against the US dollar yester- 
day. after Thailand 
announced it would suspend 
42 finance companies. 

The Bank of Thailand said 
it suspended more than half 
of the local finance compa- 
nies, after saying finance 
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firms have borrowed almost 
BtsOObn (S16.13bn) from the 
central bank to ease liquid- 
ity problem. 

The government also 
announced measures to 
restore investor confidence 
and revive the economy, 
which include seeking about 
$12-15bn loans from IMP and 
foreign governments. 

But Mr Steve Jennions. an 
emerging markets analyst at 
indosuez, is not reassured by 
the measures. “Let us not 
long for the day the Ra nk of 
Thailand tries to alarm us,” 
said Mr Jennions. He points 
out that the total package 
will not fund the lending 
already made by the Bank of 
Thailand, let alone fluid any 
further bail-outs. 

He estimates that the cen- 
tral bank has expanded 
reserve money by 40 per cent 
since April. “If the dilution 
effect of this expansion is 
fully felt on the currency, 
that implies a baht trading 
at Bt36.5 to the dollar.” Mr 
Jennions said. 
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Japan 

(Y) 

119.120 

+0905 080- 160 

119X60 

11 6.000 

118.605 

52 

117.605 

5.1 

113X05 

49 133X 

Malaysia 

(MS) 

2.6425 

+0X12 410 - 440 

2.6445 

2.6280 

2X47 

-2X 

2X56 

-20 

2X86 

-1.6 


New Zealand 

(NZS1 

1X495 

-0X049 487 - 504 

1X505 

1X485 

1X503 

-0.6 

1X527 

-OX 

1X628 

-09 


Phippmes 

(Peso) 

28-7000 

-OX 500 • 500 

29X000 

28X000 

- 

- 

- 

. 


- 


SautS Arabia 

(SR) 

3.7505 

-0.0001 502-507 

3.7506 

3.7501 

3.7512 

-OX 

3.7522 

-02 

3.7569 

-02 


Sfogapore 

(SS) 

14715 

+00045 705 - 725 

14728 

14650 

1.4688 

1.4 

1.466 

1.5 

1.4465 

1.7 


South Africa 

(R) 

4.6515 

-0X025 500 - 530 

4X585 

4.6480 

4X32 

-104 

4.7715 

-10X 

5X74 

-9.1 


South Korea 

(Won) 

890.750 

+1.75 500 - 000 

693.700 

888X00 

. 

. 

. 


. 

. 

. 

Taiwan 

(TS) 

28.6230 

-0X27 210 - 250 

23.6720 

2X6200 

28X34 

-OX 

28.643 

-ox 

28.7355 

-04 

. 

Thafend 

(Bt) 

31.6500 

♦0.15 COO - 000 

32.1500 

30.6900 

32X95 

-16X 

33 

-144 

34£3 

-7X 

- 


T Rim 4^ 4 : BNWfr vMas in |la Poind Mow Dnly the In thn« ctactaai pkcas. Fonaid i«im in iteSir raniad ki the nad« but 

■s imffcd Ojr cumr Mmr nH.’SMig hh ateulmd bf the Bank of EngM. Bags mmge 1990 ? toa Mu ret anew T/&8S. Ekt OBw and 
UaHSM n bah mb and . wo Dot* Spot taUaa dartind tom THE WM8BTTERS OjOSWQ SPOT RATES. Some vWlms are remdea by na F.T. 

0» Manga we* pntMd n mb ututo are abo aMH* « the toamai at Wp&rnm*FTxoa 


CROSS RATES AND DERIVATIVES 


} SDR free per S lor Aug A. BkKotter apraada In the DoS* 
cjuoredtn fhemarfere but are imoded by aaienl krteres rates. 

Base average 1990,100. 

Tt» odangt rams pnnled in dria ante are reso maliilTlr on me nremet a httpJfwww JT j»oi 


Spot table show only me Ian three decanal places. Fortran rates are nrt dkectfv 
UK. totend A ECU are quoted in IS oimncy. J.P. Umgan nominal Wras Auj 4: 


WORLD INTEREST RATES! . 


MONEY RATES 

August 5 Over 

right 

One 

month 

Three 

mils 

SOL 

mtrts 

One 

year 

Lorab. 

Inter. 

Dfc. 

rata 

Ftepo 

rate 

Belgium 

3H 

33 

S3 

3" 

V* 

6.00 

2X0 


Renee 


34 

3« 

3ii 

aa 

3.10 


4.75 

Germany 

Si 

ai 

3i 

3f, 

3*, 

4X0 

2.50 

3X0 

Ireland 

6H, 

6% 


61 

•i 

_ 


6.75 

JWy 

65 

65 

6£ 

B*i 

K 

r.T5 

695 

697 

Netherlands 

3i 

T.+ 

3;: 

3i 

3H 

_ 

9X0 

2X0 

SwttEortand 

1)+ 

1* 

1% 


12 


1 00 


US 

« 

s& 

55 

52 

5£ 

- 

5.00 


•lapai 

>i 

5 

li 

5 

H 

- 

0X0 

- 

■ SUBOR FT London 








Interbank Bring 

- 

54k 

55 

sa 

6 

- 



US Deter CDs 

- 

5X9 

544 

5X3 

5.7? 

- 



ECU Linked Ds 

- 


4fr 

44k 

4i 

- 



SDR Linked Ds 

- 

3)5 

3: 

32 

3? 

- 

- 

- 


S UBOR toretanK Ibarg rates are Oh area rales for Si 0m quoted n me mortm by tour 
ndMrece banks at llam each whang day. The banka are. Benktn Trust. Sarit ol Tckyo 
Mtsiifehi, Brcttys and Nauonni WrentoM. 

Ud ram are Am tar tea domestic Money Roes. USS CDs. ECU 6 SDH Loft'd Deposits (Ds|. 

EURO CURRENCY INTEREST RATES 

Aug 5 Short 7 days One Three 3« 


month months months 


One 

year 


Belgian Franc 

3*2 

3A 

314 ■ 

3S, 

3jj 

-3ft 

hi- 

3|‘A 

3*4 

■ 3% 

3fl 

-3ii 

Currish Krone 

3*2 


3ii 

3ft 

3iS 

-3ft 

3ii 

$2 

$1 

■ 3|* 

Aft 

-3K 

German Marti 

3>l 

2ft 

3ft 

2ft 

3ft 

-3ft 

3ft 

3ft 

3ft 

■ 3ft 

3*8 

-311 

Dutch Guilder 

3A 

hi 

3%- 

3h 


-3ft 

3^8 ■ 

3‘e 

315 

■311 

3?i 

-3ft 

French Franc 

3& 


3ft ■ 

3ft 

37a 

-3V. 

3J3 


3*. 

■ 3*2 


-3B 

Portuguese Esc. 

5ft 

5ji 

5ft- 


5ft 


558 ■ 

5ft 

5ft 

■ 5,1 

Sh 

5ft 

Spanish Peseta 

5ft 

Sh 

513 

5% 

53s 

-5ft 

Sh ■ 

511 

5ft 

■ Sit 

5U 

-5ft 

Starting 

6ft 


6)1 

«i 

7 - 

5ft 

7 ft- 

7ft 

711 

7ft 

7]ii 

-73 

Swob Franc 

1>2 

- 1 

1ft ■ 

1ft 

1>2 

- 113 

1 J 2 ■ 

Ih 

iJ! 

■ ni 

lil 

- Hi 

Canadian Dollar 

3h 

3^ 

3ft ■ 

3 l 4 

3>2 

-3 ! 4 

3*8 ■ 

3*2 

3JS 

■312 


Aft 

US Dollar 

5ii 

5ft 

5ft. 

S>2 

5*B 

-5b 

531 

5*8 

Sh 

551 

£ - 

5 7 a 

Italian Lira 

7ii 

Vr 

633 - 

6)1 


-6ft 

613- 

fs 

6 ft 

' 6)1 

6j ! 

- 6i« 

Japanese Yen 

h- 

ft 

ft- 

a 

li 

” r« 

A ' 

14 

IS 

Q 

*8 

- ! J 

Aslan SSrig 

2 - 

1^ 

2\ ■ 

1*4 

3ft 

-3ft 

3 V 

34i 

all 

312 

■Ift 

- 312 


Start term rates are cafl lor ure US Debar and Yen. other.' two days' nonce. 

■ THREE MONTH PBIPH FUTURES <MATlF)Pens WerOank ctKered rate 



Open 

Sett price Cnange 

High 

Low 

Esi voi 

Open inL 

Sep 

96.43 

06X9 

-0.04 

06.46 

96.36 

3X001 

79.109 

Dec 

9698 

9691 

-0.06 

96X2 

96.15 

28.828 

34X69 

Mar 

96.17 

96.09 

-0.08 

9 692 

96.06 

11.563 

2X020 

■ THREE MONTH EUROMARK FUTURES (UFFE)' DMIm ports of 100% 


Open 

Sett price 

Change 

High 

Low 

Esi. vol 

Open im. 

Sep 

96.64 

96.60 

-0.03 

96.65 

96.58 

40211 

267078 

Dec 

96.44 

06.40 

-0.03 

96.46 

96.37 

62722 

310731 

Mar 

96.31 

9695 

-005 

96X4 

9692 

71141 

261374 

Jun 

96.13 

96.04 

-007 

96.14 

96.00 

51769 

201121 

■ ONE MONTH EUROMARK FUTURES (UFFE)" DM3m ports of 1008b 


Open 

Sett price Change 

High 

Low 

EsL vol 

Open inL 

Aug 

- 

96.77 

-0X1 

- 

- 

0 

540 

Sep 

- 

96.71 

-OX2 

- 

- 

0 

348 

Oct 

- 

96.66 

-0 03 

- 

. 

0 

290 

Nov 

- 

96.63 

-O.04 

- 

- 

0 

60 

■ THREE MONTH EUROURA FUTURES (UFFE)" LlOOOm points of 100% 


Open 

Sen price Change 

Wgh 

Low 

ESL vol 

Open inL 

Sep 

9394 

9390 

-0X4 

9396 

93.13 

19168 

110611 

Dec 

93X6 

93.52 

-0.04 

9X59 

93.48 

19681 

91137 

Mar 

93.B5 

93.78 

-0.07 

9X38 

9X77 

11338 

52U7 

Jun 

94.08 

94.00 

-0.08 

94.13 

93X9 

6140 

40332 

■ THREE MONTH EURO SWISS FRANC FUTURES (UFFE) SFflm points Of 100 % 


open 

Sou price Change 

Hitfi 

LOW 

ESL vol 

Open rt 

Sep 

96.46 

98.37 

-0.06 

98.46 

98.35 

121B9 

£3265 

Dec 

9896 

9815 

-0.1 D 

9898 

98.14 

10757 

47208 

Mar 

98.14 

98.03 

-0.10 

98 16 

98.02 

5961 

21374 

Jun 

9799 

97.87 

-0.10 

97.89 

97X7 

1711 

6632 

■ THROE MONTH EUROYEN FUTURES (UFFE) YlOOm ports Of 100% 


Open 

Sett pace 

Change 

High 

Low 

Est vol 

□pen frit 

Sap 

. 

99X6 

. 

- 

. 

0 

n/a 

Dec 

99 30 

99.30 

+OX1 

99X0 

99.30 

400 

rVa 

Mar 

- 

00.17 

+0.01 

- 

- 

0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Eculm ports of 100% 



Open 

Sen price Change 

High 

LdvJ 

Est. vol 

Open m. 

Sep 

95.58 

95.54 

-0.03 

95.59 

95.51 

2339 

10341 

Dec 

95.54 

95.50 

-0X3 

95 56 

95.45 

1550 

8657 

Mar 

95X2 

95.46 

-0X5 

95.53 

95.44 

282 

6014 

Jun 

95.46 

95.37 

-0.07 

9546 

95.35 

76 

3387 


UFFE tone alsc traced on AFT 

■ EURO LIRA OPTIONS OJFFE) LlOOOm points of 100% 


Sinks 

Price 

B300 

8325 

9350 


Sep 

0X4 

0.08 

0.02 


CALLS 

Dec 

0.59 

0.38 

0X4 


Mar Sop Dec Mar 

0.88 0.04 0X7 0 10 

068 0.73 012 0.15 

0X0 0.32 0X2 0X2 

Ear. woL Wire. Celia 1850 Puts 1327 Pragma days open utl.. Cam 12Xe2 Puts 83049 


EXCHANGE CROSS RATES 

Aug 5 BFr DKr FFr 

DM. 

tt 

L 

H 

NKr 

£s 

Pta 

SKr 

BFr 

E 

CS 

S 

Y 

Ecu 

Belgium 

(BFr) 

100 

1X46 

16.35 

4X43 

1.797 

4738 

5.453 

10X7 

489-4 

409 A 

20X0 

3X52 

1X84 

3.559 

2577 

307.0 

2-453 

Denmark 

(DKi) 

54.17 

10 -. 

8X56 

2.624 

0.973 

2566 

2X54 

1062 

285.1 

221.8 

11X7 

2.141 

0X58 

1.928 

1X96 

168X 

1X29 

France 

fFFl> 

61.17 

11X9 

10 

2X62 

1.099 

2807 

3X38 

12X2 

29BX 

2504 

12.73 

2-418 

0969 

2.177 

1X77 

187.8 

1.500 

Germany 

. (DM) 

20.65 

3X12 

3X78 

1 . 

0X71 

978.0 

1.126 

4.125 

101X 

84X3 

4X96 

0X16 

0X27 

0.735 

0X32 

63.40 

0X06 

Ireland 

(K) 

55.68 

10X7 

9.100 

2.696 

1 

2636 

3.035 

11.12 

272.4 

227X 

11X8 

2X00 

0X82 

1X81 

1-435 

1700 

1.365 

Italy 

<U 

2.111 

0X90 

0X45 

0.102 

0X36 

100 

0.115 

0422 

10X3 

8X43 

0-439 

0X63 

0.033 

0075 

0.054 

6.482 

0052 

Netherlands (FI) 

16X4 

3X85 

2X68 

0X08 

0X29 

868.5 

1 

3.663 

89.73 

75.07 

3.015 

0725 

0X90 

0853 

0-473 

56.30 

0450 

Norway 

(NKr) 

50X6 

9X41 

8.184 

2A24 

0X80 

2371 

2.730 

10 

245.0 

204.9 

10.42 

1X79 

0.793 

1.782 

1X90 

153.7 

1X28 

Portugal 

M 

2044 

3.772 

3X41 

0X90 

0X87 

967X 

1.114 

4X82 

100 

83X8 

4X51 

0X08 

0324 

0727 

0X27 

82.74 

0.501 

Spain 

(Pta) 

24.43 

4X09 

3X93 

1.183 

0.439 

1157 

1X32 

4X79 

119X 

100 

5X82 

0.965 

0.387 

0889 

0X30 

74.99 

0X99 

Sweden 

fSKr) 

46X7 

8872 

7X58 

2X28 

0X64 

2277 

2.621 

9X01 

235X 

196X 

10 

1X00 

0.761 

1X11 

1X39 

147X 

1.179 

Switzerland 

<SFr) 

25X0 

4X70 

4.136 

1X25 

0X55 

1108 

1X80 

5.054 

123.8 

1036 

5X64 

1 

0.401 

oxoo 

0652 

77.68 

0.621 

UK 

(E) 

63.14 

11.08 

10X2 

3.058 

1.134 

2991 

3.443 

12X1 

309.0 

2583 

13.14 

2.496 

1 

2X47 

1.627 

193.9 

1X49 

ftnn grin 


28.10 

5.187 

4X94 

1.361 

0505 

1331 

1X32 

5.813 

137.5 

115.0 

5X46 

1.111 

0445 

1 

0724 

68X7 

0.689 

USA 

W 

38.80 

7.162 

6.343 

1X79 

0.697 

1838 

2.116 

T. 750 

189X 

158X 

8X72 

1X34 

0.614 

1X81 

1 

119.1 

0X52 

Japan 


32.57 

6X12 

5X25 

1X77 

0X85 

1543 

1.778 

6.506 

159.4 

133J 

6.777 

1X87 

0.516 

1.159 

0.839 

100 

0.799 

Ecu 


40.77 

7X26 

6.66S 

1X74 

0.732 

1831 

2223 

8.144 

199X 

168X 

8.482 

1.611 

0.646 

1.451 

1.051 

125X 

1 


damn Kroner, Fnrcti frmc. Nenwgiai Kroner, and Sweeten Krone per TO; Batgbn Fanc, Ym. Escudo. Lra and Pearea per 10Q 


■ P^aARKrimiRESpMM) DM 125X00 par DM 


VEH FUTURES pMM) Van 12.3B1 per Yen 100 



Open 

Latest 

Change Wgh 

Low 

EsL vol Open rit 


Open 

LNW 

Change 

High 

Low 

Esl vol Open InL 

Sep 

0X376 

0X345 

-00026 0X395 

0.5329 

20X04 

130X03 

Sep 

08504 

OB456 

-0.0046 

0.8525 

0.8456 

14.652 78,474 

Dec 

0X381 

0X371 

-0.0032 0X381 

05368 

97 

3X53 

Dec 

0X585 

0X56B 

+0X044 

0.8532 

0.8560 

73 1,946 

Mar 

- 

05405 

-OOQ29 

0.5405 

2 

515 

Mar 

- 

0X726 

- 



8 413 


■ SWISS FRftWC WmjRESQMM) 8R12SX00 per Sir 


■ STTERtmO FtmiRES ((MM) £62X00 par g 


l' 


Sep 

0.6566 

0.6666 

-0.001 B 06607 

0.6545 

9.652 

81/434 

Sep 

1X876 1X254 

-00008 

1.6324 

1.6238 

5,362 

48X24 



Oec 

06628 

0X628 

-0X024 08628 

0.6627 

104 

2p9P 

Dee 

1.6200 

-0X002 

1.6244 

1.6190 

21 

864 



Mar 

- 

0X700- 

-0X020 ■- . 

06700 

7 

907 

Mar 

1X130 

-00014 


1.6130 

14 

200 


UK INTEREST RATES 


LONDON MONEY RATES 

Aug 5 Owen- 7 days 

night 


EMS EUROPEAN CURRENCY UNIT RATES 


One 


notice month. 


Three 

months 


Six 

months 


One 

year 


interbank Starting 8K - 5\ 6ft - GY. * -6% 7^ - 7lj 7% - 7^ 7% - 7,£ 

StesSngCOa - - "«&- BR 6ft - 7£, - T& 74 - 7l« 

Treasury Bite - flfi' SV-6* 

Bank BUS - - -6B - 6ii 63 - 80 75 - 7A 

Lrol aahortty etfa. 6** - tfa fk '-*‘.-*4 -«ll - 1* 7ft - 7lg 7,\ -7% 
Oscouit Market daps 6% - 6ft Wi - - 


UK ckesrtng tor* base lendsig mo A par cent Iran Jid to. 1987 

• Upto.1" 1-3- 3-6 &8 

. month month ' months 


8-12 


Cans oT Tax dap. (£100X00) 2h Sfc. 3 5 Ah 

Carte ol Ta* dan. under poaooo kZhpC- Oepoerti wtthetown Ibranh lV pc. 

Are. tender rate « ifisoourt on Aug 1,6.7348pe. BOQD toad ire SUa. Ewot Ttaanca. XMca 

ia> day Jte 81. 1997. Acyeed ran tor parted Aug 28, 1997 to 23. 1897, Scftrene O &27pc. 

Refarenca rale tor period Jii l, 1997 to Jtrt Si, 1997. Sctamei W Sv 7jQ6pc. FbMnea House 
8aae Ftete 7pc fadm AUD 1, 1S97 . .. . 

■ 11 «ailOWTHglB»lJIWIUTMBF(UR^efitoo 60 po 6 te of 100 N 



Open 

Son price Change 

wgh 

Ujw 

EsL vol Open InL 

Sep 

82.60 

92.69 

+ao 2 

82.70 

B 2 JB 

21009 

130466 

Dec 

92.49 

^ i M 

+002 

92X3 - 

92-49' 

18639 

136892 

Mar 

82-46 

82,49 


82X2 

92-48 

14024 

102183 

Jun 

82.53 

92.52 

+O 01 

82X6 

92X1 

10647 

68006 

Sap 

92-50 

02X7 



92X7 

4384 

54315 


Alan Traded on APT. Ai Open koarest flip, are tar prevtoua day. 
m 5B4QRT STBILBiO OPTWiS (UFFE) ESOOXQQ points of 10096 













HvTTkP 



rrr*i 2 



■ 'U 1 B 





■■Tv-aSi 



PUTS 

. Dec Mar 

0.16 0X3 

0X0 037 

0L51 . . 0X6 

EtA. voL ttflte, Cato ISIS Pvte 35*2. Pmtoue day's open ht. Cato 1B0D07 Pute 17IB7Z 


aims 

Ecu cen. 
rates 

Rate 

against Ecu 

Change 
an day 

cen. rare 

% spread 
v weakest 

Oiv. 

rid. 

Fbtiand 

5X5424 

5X0661 

-0.0014 

0.93 

2.72 

-6 

Ireland 

0.798709 

0.737541 

+O. 002 B 22 

-7.66 

12X7 

52 

Portugal 

197X08 

200.751 

+0X18 

1.7D 

1X4 

-11 

Raiy 

1006.48 

1940X3 

-0X3 

1.77 

1X7 

-13 

Spate 

163X26 

167.661 

+0X13 

2X4 

1X0 

-18 

Dmrwfc 

7X4555 

7X6629 

+0.00238 

2.87 

0.78 

-20 


2.16S79 

2X3357 

+0X0057 

2X4 

0.71 

-22 

Germany 

1X2573 

1X8291 

+0.00068 

2X7 

0.68 

-29 

Austria 

13.5485 

13X532 

+0.0049 

2.99 

0.66 

-22 

Belgium 

39.7191 

40X438 

♦0X131 

3.06 

oxr 

-23 

Franca 

6-45863 

6.68576 

+0.00885 

3X7 

0.00 

-31 

.NON StM MEMBERS 






Greece 

295X89 

309X31 

-0X16 

4.73 

- 1.01 

_ 

UK 

0.793103 

0.646605 

-0.00256 

-18X2 

26.77 

- 


teicertnl ana ire By tra Etetpean ttonmeaioa Curenoes are ei OBCtnXq Malta man 
Personae iftipw are to Eai; a pirttaaanQedBiTctoB weak cuTaicy.DherpanciB stata the ran 
breuaen two toraode: tta oavrnnaga OOmrco benreen the ogu* mew ana Ecu canrt ntm to a 
■aereney. « the mim pemenad pemreaea davtofcn at the e»aw«ya roreiat rare ton to Ear 

ewni w. 17/8182: Sntog suspended tom 91U A^atnwtt dctiawl by ns Amtil frai. 

■ PWLADELPWASEg7»OPTkMIS £31X50 (cants per pound) 

Strife# CALLS — — — —PUTS 

PliC 8 Aug Sep Oc* Aug sep Oct 

1-620 1-11 1.66 £41 0X8 1J1 2X7 

1X30 0.68 1.42 1X6 1.46 2X1 3X6 

1X40 0.43 IAS 1X8 2X6 3.04 

Prawaua da/a voU Cate 1,736 Pun 1^75 . Rev. day's open In, Cj *5 32X50 Pure •«« »>» 

■ PmAPPfWA 38 P-MABK/S OPTKWIS DM62XOO g per DM) 


Strike 

Price 

0530 

0X35 

0540 


Aug 

0X3 

050 

0X0 



Oct 

Aug 

mm 

Oct 

1.19 

1-48 

0.18 


0X9 

0X9 

1.18 

0X5 

0 X 6 

0.T9 

0.83 

0X0 

0X2 

0X2 



Ireland 
U.S.$100,000,000 

Private Placement Issue 
Floating Rate Notes 1997/2000 
(Coupon No. 25) 

Pursuant to Note conditions, notice is hereby given that for the 
interest period 6tfa August 1997 to 6th February, 1998 084 days), 
an interest rate of 6 per cent per annum wfl] appfy. 

Amount per coupon (No. 24) - U.S. $30,666.67 
Payable on the 6th February, 1998 


© 


The Long-Term Credit Bank of Japan, Limited 

— ] London Brandi 

I Agent Bank 


U.S. $53,000,000 

Banco Internacionaf, S.N.C. 

Floating Rate Notes due 2000 

In accordance with the provisions of the Notes, notice Is 
hereby given that for the six month Interest Period 
from Bth August 1997 to 6th February, 1998 the Rate of 
Interest has been fixed at 6.5625% p.a. and the Interest 
Amount payable on the relevant Interest Period Date 
6th February, 1998 in respect of each U.S. $100,000 
nominal amount of the Notes will be U.S. $3,354.17. 

Reference Agent 

Standard ft Chartered 

Standard Chartered Bank 

®h August, 1997 


ftwfow d^*B voL Cato 318 Puts 982. Pra»- ttejr* t&tn inL, Cafe 15,7Z3Pua 13,126 



Sep 

Dee 

Opai 

Latest 

Change 

Hfri 

Low 

Esl vd( Open InL 




94X6 

94X9 

94X5 

94X8 

-0X1 

-0X1 

9&X6 

94.10 

94X5 

94X6 

44,074 527X34 
86.087 469.400 

- .' 

* % 

% 






93X8 

94.634 341X33 


Adam A Company fl.75 
ASed Irish Bank (03) 8.75 
•Homy Aflstactar a 75 
Sank of Barafe 6.75 
Banco Bi»> Vtoreya 67S 
Sank of Cyptut 8.75 
Berii d WaraS 6.75 
Bank of hda 6.75 

BarktfSBatond 6.^5 
Barclays Bank 6-75 
BmBkofUdEaa 8X0 
•SroreiSH*ySCoLU 8 ^ 
ChteHiNA 6.75 

Ct/desdate Bji* 6.75 
hw CtKpBiaaw 8arfft75 
Conns S Co •• '875 
Qipius Bopitorearik B.75 


DuncHiLawila 875 
brew Bank Umrted 7.75 
Rnaclaf&GanBaA 7x0 
•flobret Fleming & Co 6.75 
•GdransIMai 875 
HabfcBankAQZufchare 
•HamfcrosBar* 875 
KreMie 8 Gen hvBkX.75 
C. Hoars S Co : &7S 

Hongkong 8 Shanghai 875 
toreaec Bank (UK) Ud6.75 
JuSan Hedge Sank 875 
Sons 675 
Lloyds Bank 875 

MtondBarh B.75 
^fafWBs&nmsW 6.75 
totaBrotheia 875 
floySiBfc of Scotland 875 


Soottsh Widows Bank 875 

•ShooraftteawitoftJs 

•antoa VMmsi S9C3875 
Am Bartflrg Cotp LSI 875 
TSB B.75 

UnltBdBarkafKiArreL875 
Uniy Treat Benk Pic '875 
Ufesfnm Treat 650 

WNtamayltotM 1 875 
YorieHreBafc . 875 

• Manttore otlondon 
kW 3 bn 9 fi Banktng 
Atooctaftn 

* JnBrtrfrtstreSm 


MOWTH BUBOPOUA1I ffl4M) $ 1 m porta of 1 DQ% 


■ l»TRgASUBTrMi.Fl>niafeS<IAto)S 1 mp e r 10 (Wt 


Sep 34.88 38B8 

Doc - 04.77 -OOl 

Ml Opan Mtttcst «e toi owm day 


94X9 


34.87 

34.77 


657 

82 


6.835 

823 


■ f^fROMARK OPIKWS (UFFE) DMIm points of 100% 


Strike 

Price 

AUS 

Sep 

CALLS - 
0 a 

Dec 

9685 

0X5 

036 

022 

028 

9650 

0.12 

0.14 

0X8 

an 

9075 

0X1 

0.02 

Q .02 

0X3 

9700 

0 

0 

0 

0X1 

9725 

0 

0 

0 

0 


PUTS 


Aug 

Sep 

Oct 

Dec 

a 

0.01 

0X7 

0.11 

nng 

004 

0.18 

021 

0.16 

0.17 

OXT 

0X8 

0.40 

0-40 

0X0 

0.61 

0X5 

065 

0X5 

0X5 


Ere. irt tuttfl. cm t=3*s Pute 1525*. Prato* days oprei Cob 344905 Pub 2BE475 

■ EUllOSIIWSFilAIICOimOWtLJFFB^ of 10094 


Strfre 

Price 

Sep 

- CALLS - 
Dec 

Mar 

sap 

- PUTS - 
Dec 

Mar 

8880 

9876 

0.05 

0X2 

0X7 

0.02 

0.11 

0.05 

018 

0.40 

0-42 

0.62 

oxe 

0.77 
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Sumitomo ‘Iru&t 

^ Banking Co-j t/il. 

Rnandal Results as of 3tst March 1997 


Wans of Tan 


HBamofYen 

Vaarendod 


3ia* Mvefi 1S97 Slot Karefi f 896 


biconre before taxes 12X20 

Net Income 13X80 

Total Assato bt BanUng Accounts 14X84X34 
Total Assets En Trust Account! 32,713X82 

Wrfcland V7Xo par share 


-325X35 
-325X19 
15.437.648 
3Z.G21.46Z 
¥7X0 par Chare 


The Annual Report for year ended 31st March 
1997 will be available upon request from 
September. Please direct enquiries to 
the address below. 

The General Affairs Dept 
The Sumitomo Thart & Banking Co^ Ltd. 

London Branch 

155 Bishopsgaie, London EC2M 3XU 
T etephons: 0171-945-7000 Fax XI 71 -945-71 77 


Fast Fills. Low Rates. 
Wliaf s the Catch? 


| There isn't one. That's the way 

I we’ve been doing business for 30 
years-providing outstanding 
service at outstanding rates. 

I I. We're literally within aim's reach 
of many active trading pits-around 
the world, 24 hours a day. And m 
markets where flash fills are possi- 
ble, up to 90% of our market orders 
are executed and confirmed with 
just one phone calL 

2. We're specialized. Lind-Waldock 
is the world's largest futures-only 
brokerage firm. With over 23,000 
customers worldwide, we have 
built-in efficiencies that large 
volume provides, and pass the 
savings along to you. 


I 


Account" package. You make 
your own trading decisions 
and save 50-70% off full- 
commisskm firms. 

Call and find out for 
yourself why Lind-Waldodc 


FUTURE'S & OPTIONS 
ON FUTURES 


£ 5- £ 25 


Round-turn, including 
exchange fees. Most 
contracts. Discount 
accounts. 


i 


1 commissioned broker will oU you 
| wife trading recoramendalions. 

> We give you the information you 
| need, IDs our esdusve “Intro- 

is the number-one broker 1 

for independent futures ■ 

traders worldwide. ■ 

Name: 

0800-262472 oi ■ 

Address: 

Belgium: 0 600-16444 S 


Oentuny: 013tL8I8i0G ■ 

France: 08 00 90 83 43 _ 

Postcode: 

SwiUafentt 08 M) 55 83 2S S 

Denmarlc 80-01-75X5 1 

Tele, no (optiooaU: 

Nethertantb. 0MC2-7530 M 

Sweden: 020-793176 

R«b Bfoi mfra at odtog fa ol <f fare gate 

tei to areas bb to nan to. b s m, Btotet 
tobtetaotua. 

■Mtnuia0iBM(MCteflni-tMia-iaaw>0flai 

Others all 0171-347- 1701. revent H 
ehiises I 

FSr 0171-256-3445 

teNKranaittoBfaritePtodbr 1 

L/riitatei S Coooovi ag^lowl by si. | 

UND-WALDOCK & COMPANY | 

London eciy *ur _ i 



SBC Warburg launches 
new covered warrants 


SBC Warburg has toured t ore red w u r r a n ts 
on thre following US companies: 

Borridc Gold Corporation 

Amgen Inc 

Boeing Company 

Osco Systems Inc 

The Wok Disney Company 

General Bedric Company 

Hewlett-Radard Company 

International Business Machines Corporation 

McDondds Corporation 

FfaEp Adonis Companies he. 

Motorola foe. 

Merck & Co. Inc. 

Texaco Inc 

Far mere deb A confect AWwe/ Jeobus or bonny Maybt on 

+44 177 56fi 49QD 
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COMMODITIES AND AGRICULTURE 


Tocom to protect palladium speculators 


markets report 


By Kenneth Gooding, Robert 
Corzine and Gary Mead 

As palladium rose to its highest 
for 17 years yesterday, the Tokyo 
Commodity Exchange promised to 
introduce measures today to make 
it easier for Japanese speculators 
who have sold palladium short to 
cover their positions. Tocom said 
if the market turmoil does not 
ease in spite of the changes, it 
would take further action. 

In London yesterday morning 
palladium’s price was ‘'fixed" at 


$345.50 a troy ounce, the highest 
since March 1980. However, at the 
afternoon fixing the price fell to 
$239, unchanged from Monday 
when it rose 5.5 per cent 

The market’s difficulties spring 
from bureaucratic hold-ups and 
political infighting in Russia, 
which produces about 70 per cent 
of the world’s palladium. Russia 
exported no palladium in the first 
half of this year and has sent only 
small parcels in the past month. 

Japanese speculators added to 
the turmoil because they are esti- 
mated to have sold short - sold 
p?i1M inm they did not own in the 


hope the price would fall and they 
could cover their positions and 
pocket a profit - nearly lm 
ounces of the metal, equal to some 
15 per cent of annual supplies. 

The speculators have also been 
caught out by the strength of the 
US dollar, which has pushed the 
price of palladium in Japan up 
from the Y40Q a gram average for 
the past four years to Y80Q. 

Tocom will increase the daily 
limit on palladium futures con- 
tract price moves from Y36 to Y4S 
a gram, in line with the New York 
Mercantile Exchange’s move to 
raise its limit to $12 an ounce. 


On the London Metal Exchange 
a wave of speculative selling by 
investment funds drove the price 
of lead to a 23-month low of 
$599.50 a tonne. It aided the day 
at $605, down $32 or 5 per cent. 

Oil prices were steady after 
Monday's sharp rise. Brent Blend 
for September delivery was 
around $19.43 a barrel in late Lon* 
don trading, just three emits off 
Monday’s settlement price. 

The markets shrugged off news 
that Iraq was patting the finish- 
ing touches to its new oil pricing 
formula, approval of which should 
signal the resumption of exports. 


Continuing di s r upti on to Colom- 
bia’s Cano Liman export pipeline 
helped u n derpin prices. TTie line, 
which transports the 175,000 bar- 
rels a day produced at the Cano 
Limon field to Colombia's 
coastal export terminal, was cut 
this week by guerrilla attacks. 

Guerrilla activity in Colombia 
has not, however, hindered the 
planned expansion of the Hnniana 
and Cupiagua fields. British Petro- 
leum yesterday reported that out- 
put at the two fields is expected to 
reach 500.000 b/d by year-end. 
against 215.000 b/d currently. 

In New York arabica coffee 


futures continued to rise in initial 
trading on the Coffee. Sugar and 
Cocoa Exchange. Just before mid- 
day the September fixture was 5-75 
cents higher at 199.50 cents a 
pound, having touched 203 cents 
earlier, an eight-week high. 

But the New York market was 
pfegonriafly being driven by locals 
and small speculators. Lack of 
large-scale interest was reflected 
on the London International 
Financial Futures Exchange. Vol- 
ume was very thin, at just 4,134 
lots, and the robusta coffee future 
for September eventually closed 
$5 lower at $1,555 a tonne 



Tight technical squeezes are making life difficult for those who use the LME to hedge costs 

Battle of the deep pockets 


Financial muscles flexed in metals rjnarket M v 


T his is the season of 
squeezes on the Lon- 
don Metal Exchange. 
In times past, the exchange 
would slip into torpor during 
August and the northern 
hemisphere summer holiday 
period. But this year three of 
the seven metals traded on 
the LME - al uminium , cop- 
per and zinc - are in back- 
wardation, when buyers 
have to pay a premium for 
imm ediate delivery because 
supplies are tight. 

Traders say it is probably 
the first time the LME has 
seen three squeezes at once. 

In all three markets bat- 
tles are being waged 
between some big players 
with deep pockets. Some of 
them are using their finan- 
cial muscle to hold on 
tightly to stock in LME 
authorised warehouses, thus 
putting a squeeze on those 
who have gone short - sold 
metal they do not own. in 
the expectation that prices 
will fall and they will be able 
to cover their positions at 
lower prices and pocket the 
profit 

This battle between the 
longs and the shorts is mak- 
ing life uncomfortable for 
those producers and consum- 
ers for which the LME pri- 
marily exists. The exchange 
is supposed to make their 
planning and operations 


COMMODITIES PRICES 


easier by allowing them to 
hedge and thereby guarantee 
the prices they will receive 
or pay. 

Their discomfort is 
increased because some 
speculative investment 
funds see the opportunity to 
make profits from the 
squeezes and their interven- 
tion frequently causes severe 
price volatility. On Tuesday 
last week the LME zinc price 
fell by more than $300 a 
tonne, or 18 per cent, in just 
one hour. 

"The involvement of the 
funds, although welcome for 
the liquidity they bring to 
the markets, is playing 
havoc," says Mr Robin Bbar, 
analyst at Brandeis (Bro- 
kers), part of Pechiney of 
France. “Hie LME is promo- 
ting itself to trade users, but 
these squeezes and price vol- 
atility make it very difficult 
for brokers when they try to 
recruit new clients. And 
people ask how can the LME 
be a barometer of true prices 
when zinc falls $300 in an 
hour?" 

However. Mr Angus Mac- 
Millan. head of research at 
Billiton Metals, suggests 
little long-term damage is 
being done to tbe LME. 
“While [the squeezes and 
volatility] make it difficult 
for brokers to convince cli- 
ents that the LME is an 


orderly market, long-term 
users of the market are 
aware these things can hap- 
pen. The LME ... is the only 
sensible market to hedge 
metals. But the involvement 
of the speculative funds 
means that other market 
users need to pay close 
attention to their positions." 

Mr Wlktar Bielski, head of 
commodities research at 
Deutsche Morgan Grenfell, 
suggests that squeezes and 
volatility are an inevitable 
consequence of the way com- 
modity markets work. “They 
are relatively small markets 
and it is not too difficult - if 
you know how the market 
works - to create a squeeze.” 

He suggests that the LME 
is now a finan cial market, 
and that players in financial 
markets have no concern for 
producers or consumers. 
“The smart financial players 
are looking for situations 
where they can benefit 
because something is mis- 
priced, or where they can 
use their [financial] weight 
to push thing s in a direction 
that suits them." 

That is not to suggest, 
however, that the LME is no 
longer the beet barometer of 
tbe “true" price of metals, 
established between willing 
buyers and sellers. All the 
analysts stress that underly- 
ing fundamental supply and 


demand will ultimately 
assert itselt “Financial play- 
ers simply use the funda- 
mentals to their own advan- 
tage.” says Mr Bielski. 

Backwardations caused by 
squeezes, and the premiums 
they offer, tend to pull 
nearly every available scrap 
of spare metal into LME 
stocks. Mr Bbar points out 
tha t, squeezes cannot be cre- 
ated or continued when 
stocks reach a level that 
makes it financially impossi- 
ble for would-be squeezers to 
control most of those stocks. 

T he fundamentals 
imply that the zinc 
squeeze could go on 
for some time. Analysts say 
there is a genuine tightness 
of supply. “The price has 
just got a little ahead of the 
fundamentals." says Mr Mao- 
Millan. 

There is a divergence of 
opinion, however, on copper. 
Mr Bhar and Mr MarMiflan 
both suggest that a supply 
surplus had been gradually 
building and would inevita- 
bly be reflected In LME 
stocks. Mr Bielski, wbo has 
long been among the most 
bullish observers of the cop- 
per scene, suggests that the 
squeeze could persist for 
another 18 months. 

Tbe aluminium squeeze is 
different - although the out- 
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Saves OriMbewqflpir 


look for the metal is positive, 
there are adequate stocks 
available. This squeeze is 
options- related and techni- 
cally driven. Targets of the 
squeeze are traders who 
have granted large volumes 
of uncovered call options 
(options that give the buyer 
the right to purchase a par- 
ticular futures contract at a 
specific price within a speci- 
fied period of time) at $1,700 


a tonne. Speculators have 
been buying aluminium in 
the hope that they can profit 
by driving the price above 
that level. They hope that as 
traders scramble to cover 
their positions in case they 
have to deliver the metal, 
prices will go even higher. 

Analysts suggest that this 
technical squeeze will proba- 
bly come to a quick conclu- 
sion. In the meantime, vola- 


tflity and turmoil will occa- 
sionally flare up, keeping 
market participants from 
failing into summer slumber. 

“All this is mTOBnfll at this 
ttmp of year," says Mr Bhar. 
“But if you are going to 
squeeze, the obvious time to 
do it is when the market is 
quiet and people least expect 
it" 

Kenneth Gooding 


geologist 
seek tests 


By GaryMoad .. 

The family of the Busang 
gold mine geologist who 
reportedly fell to his death 
from a helicopter over the 
jungles of Indonesia have 
asked , for his body, to be 

mthnnm ri 

The news Is the latest 
twist in the Bre-X Minerals 
gold scandal in Indonesia. 
Mr Michael de Guzman was 
one of title key figures in tbe 
discovery earlier this year of 
what was claimed to be the 
biggest gold find this cen- 
tury, at Busang in Intion- 


Inltjal suggestions from 
Bre-X that tbe deposit could 
contain up to 200m ounces 
of gold saw the small Cana- 
dian company ’ s value rocket 
to C$&8bn ($45bnj. Batin 
May an independent techni- 
cal audit judged that Bre-X 
had based its claim bn “tam- 
pering and falsification 
without 'precedent in ..the 
history of mining". Bre-X 
and Its advisers are now fac- 
ing a series of lawsuits. 

'Mr Guzman allegedly 
jumped to his death from a 
helicopter on March. 19, 
while on Ms way to visit the 
Busang site. A badly , dam- 
aged body was flown: to the 
Philippines and buried on 
April 4. 

Mr de Guzman was said to 
have committed suicide 
because he was depressed 
after suffering recurring 
bouts of malaria. However, 
his fawtfly do not believe the 
suicide theory. 

Yesterday his brother, Mr 
JoJo de Guzman, said he 
had always believed the 
corpse was his brother's. 
However, new tests 
appeared to show finger- 
prints taken from the corpse 
did not match those on an 
identity card. 

“We want everything laid 
to rest," he said. “The desire 
of the family is to have a 
DNA test to put everything 
in order." 








FKSsY 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 

■ ALUMINIUM, 89.7 PURITY (3 per tome} 


Precious Metals continued 

■ GOLD COM EX (100 Troy oz.; Stray oz.) 


GRAINS AND OIL SEEDS SOFTS 


m WHEAT UFFE (TOO tones: E per tome] 


COCOA UFFE (10 tonnes; Dionne} 


MEAT AND LIVESTOCK 

■ LA/E CATTLE CME (40,00flbs; cenfci/lbsj 


JOTTER PAD 


rr-.rr. 


Cash 

Close 1725.5-26.5 1 

Previous 1741-42 1 

High/low 17 

AM Official 1723-235 1 

Kerb dose 1 

Open Ini. 28&3S4 

Total daly turnover 104.154 

■ ALUMINHJM ALLOY ($ per Dm| 


3 tilths 

1722-23 

1734-35 

1748/1711 

1717-18 

1721-22 



Sen 

Price 

Oafs 

change 

Mgh 

tow 

Open 
Vri M 


Sett 

price 

Oafs 

cbnga 

ffiflh 

lew 

«W 

0j» 

M 


Sett 
pries < 

Oafs 

IS* 

Open 

Low Voi M 


Sett Day*i 

Price cbnge R^b Low VU 

0M" 

tat 


: t*x 

mb 

320.4 

-35 

3241 

3175 

441 1121 

Sep 

81.75 

-015 

8175 

81.75 

10 

232 

Sep 

1001 

-12 

1005 

994 B28 23575 

Mg 

86425-0875 67200 66150 4507 

17591 



Sep 

3Z12 

-3.5 

- 

- 

2 2 

No* 

8450 

-015 

8450 

84.10 

127 

3.758 

Dec 

1033 

-11 

1038 

1030 1.181 43,798 

Ocf 

69.500 -0500 70225 69.450 5.787 

515*0 



oa 

322.S 

-35 

325.7 

3iao 

182 15.052 

Jan 

86.50 

-015 

8850 

B62S 

45 

2155 

■v 

1055 

-11 

1059 

1054 470 49587 

Dos 

71575-0550 7Z075 71550 2^70 

20,887 



Dec 

324.6 

-15 

3262 

321.0 15516 1055k 

Mar 

88.50 

-025 

8050 

BP 25 

00 

1.453 

Nay 

1070 

-12 

1075 

1070 72 21,682 

fab 

72350-0.425 71400 72500 1.037 

9530 



Feb 

3265 

-36 

329.5 

3245 

100 12.318 

«ay 

9050 

-0:25 

9050 

9025 

15 

838 

Jri 

1087 

-10 

ion 

1067 55 7181 

Mr 

74500-0425 75500 74575 344 

3.774 



Mr 

Total 

3285 

-16 

328.6 

3285 

274 5155 

16*8188,084 

Jri 

Totri 

32.50 

-025 

- 

~ 

287 

26 

MfiB 

Sep 

Total 

1103 

-a 

1104 

110* 8 10.773 

2588177,131 

Jn 

ToM 

71.425-0325 71.750 71.425 175 2J21 

14,724 107292 




Close 1480-90 1506-25 

Previous 1505-10 1530-35 

High/taw 154Q/1501 

AM Official 1480-90 1505-15 

Kerb deco 1515-20 

Open lm 5.585 

Total daiy tumovw 1.340 

■ LEAD ($ per tonne) 

Close 592-3 808-9 

Previous 822.5-23.5 836-37 

High/tow 831/597 

AM Official 610-11 623-24 

Kerb dose 605-6 

Open frit 36,357 

Total daily turnover 20.402 

■ NICKEL g per fonnel 

Ctose 7115-25 7220-30 

Previous 7205-15 7300-10 

«gh/taw 7280/7180 

AM Official 7075-76 7185-90 

Keib dose 7250-80 

Open Int 52.605 

Total flaSy turnover 14.322 

ffi TW (S per tome) 

Close 5520-30 5570-80 

Previous 5545-55 5590-600 

H/g M0vr 5590/5560 

AM Official 5520-25 5560-65 

Kerb dose 5580-85 

Open frit. 15.890 

Tote! daly tunover 3.840 

■ ZMC, special high grade (S per lorme) 


■ PLATINUM NYMEX (50 Troy oz.: Stray QZJ 

0(3 449.6 -56 4664 4395 3.409 11845 

Jan 4395 -56 454.0 4310 264 2.480 

Aw 4326 -5.6 428 0 425.0 6 405 

ToW 1679 14*738 

■ PALLADIUM NYMEX (100 Troy 0E.; Vtroy at) 


2Z7 60 *1200 227-60 220 00 
21960*1200 219.60 211.50 
213.60*1200 21160 21160 
212.10 *1200 


490 4.174 
171 1.105 
5 145 

- 107 

666 5531 


■ SILVER COMEX (5000 Trey ot: Certs/troy at) 


Mg 

Sep 

Dec 

4207 -18.9 
4315 -192 
437 8 -19.4 

4500 

4565 

429.0 

436.0 

7.718 53,387 
763 18.105 

Jen 

4394 -19.5 

- 

_ 

20 

Hat 

444.0 -196 

*64.0 

4440 

16 1Q1W 

May 

Tom 

448 0 -195 

4675 

4475 

2 2,968 
W97 91588 


ENERGY 

■ CRUDE OIL NYMEX (1,000 barrets. S/txrrol) 


Latest Oafs 

price change Mgb Low 

30.62 -0.13 30 JS 30.55 
20.73 -0.13 30.90 2088 
20 77 -0.06 2088 2070 
20.72 -0 09 2083 1983 
20.70 -0 07 20.72 2065 
2065 -008 2067 20.53 


Open 

Yd M 

68419 96.8 07 
29.115 533M 
7.717 33.445 
10.099 45679 
2.182 25844 
1.117 12.766 
122333432560 


Close 

1583-88 

1496-97 

ProvkXM 

1584-87 

1486-69 

High/low 

1592/1590 

1502/1488 

AM Official 

1591 5-92.0 

1496-97 

Kerb cto&e 


1-197-98 

Open int 

99,159 


Total dally turnover 

36.581 


■ COPPER, grade A <$ per lone) 

Close 

2308-11 

2282-64 

Previous 

2319-22 

2290-91 

HlgMow 

2307 

2296/2272 

AM Official 

2306-07 

2277-78 

Kerb dose 


2285-86 

Open frit 

141,056 


Totri da *y tur ever 

41271 



■ LME AMI Official E/S rate: 1-6268 

LME Closing £/$ rata 1.6335 

Spot (52533 rtt (5(95 firsts (£126 finite 16066 

■ HUH GRADE COPPER (COMEX) 



sen 

Oafs 


Opes 


price cbmge Mga Low 

Vd 

Int 

Mg 

10750 

+1.10 107.50 105.00 

233 

2.973 

Sap 

107.20 

+1.00 10730 10450 

1371 21^155 

Oti 

106.05 

*OW 106.10 10175 

3 

1.692 

Bov 

105.40 

+0.80 10390 10150 

15 

1.370 

Dec 

104.75 

+095 10*75 10275 

299 

7717 

JSB 

104.40 

+0 90 10220 102 SO 

1 

845 

Total 



4|080 43,096 


■ CRUDE OB- tPg (S/bareQ 

latest oafs 0pm 

price change Mgh Low Yd id 

Sep 1937 -889 1930 19.30 13,709 60.474 

Oct 19.40 -003 19.50 1930 10.751 51.326 

fcr» 1150 +0.04 1933 13.35 1.367 13275 

Dec 1833 *8.05 1357 1339 2.173 18,521 

Jan 19.53 *0.07 1956 1339 1264 14302 

Feh 1342 *0.02 19.46 19.36 435 6251 

Total a/a a/a 

■ HEATING OIL ffiffiEK PIOOO US grip; CAB jalll 

UtaB Oafs Open 

price change Mgb lew Vet M 

Sep 5750 -0.54 5860 57.70 19316 43,194 

Oct 58.50 -0.46 5895 5835 8352 25.779 

Nov 59.00 -8.51 59.45 5885 2.166 18810 

Dec 59.55 -OSJ SHOD 5335 6,535 17.459 

J» 5385 -0.46 60.10 59.70 2509 15,152 

Feh 5950 -(LSI 59.90 5950 1,098 8.179 

Total 413® 148J58 

■ GAS OIL ffE (Stare) 

Sea Bars Open 

price change Mgh Lew Voi tat 

tag 17925 *4.00 176.75 17500 5328 18.138 

8Bp 177.75 +4.25 17825 17950 6.429 17,436 

Oct 17925 *425 17925 177.75 1.704 10282 

Hot 18! 40 *430 W 40 1702 5 28? 5300 

Dec 181.00 *3-50 161.00 17950 968 12326 

Jn 181JJ0 +325 160.50 17930 143 7.773 

Total 11,814 84286 

■ NATURAL GAS PE (MM) tens: pence pw mn| 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices auppHad by N M FtathsdiBd) 

GoMflroy oz) $ price £ equlv SFr «*Jrv 

Close 31150232040 

opening 3230032130 

Morning fix 323.35 188.34 494.88 

Afternoon fix 321.10 187.15 49241 

Day's Hlgfi 82340-32330 

□ay's Low 31725-31925 

Previous dose 32160-334.10 

Loco Ldn Maas Gold Lending Rates (Vs USSfl 

1 month 3.68 S months 3.87 

2 months 3,89 12 months .3.91 

3 months 339 


price change Mgh Lew Voi fat 

tag 17925 +4.00 176.75 1754X1 5326 18.138 

Sep 177.75 +4.25 17825 17950 6.429 17,436 

Oct 17925 *425 17925 177.75 1.704 10282 

Hot 18140 *4.50 W40 17925 232 5300 

Dec 181.00 *3-50 181.00 17950 968 12526 

Jn 18120 +325 160.50 17950 143 7.773 

Total 11,814 84286 

■ NATURAL GAB PE (1.000 Hams; pence pw too*) 

Sep 9.600 +0.040 - 420 

Oct 11.175 +0.100 - - 105 780 

Total 636 SJK5 

■ NATURAL GAS ffilCt 09000 mwBfrL: StonBta) 

Latest Oafs Open 

price change Hgh lew Yd M 

Sap 2350 -0.024 2.375 2300 38.696 37565 

Oct 2350-1X018 2380 2329 15514 23581 

No* 2455 — <7.008 2475 2440 5370 12839 

Dec 2555-0.010 2575 2550 4,263 15.733 

Jan 2575-9010 2.595 2565 4388 17200 

Fab 2475-9010 2485 2470 2300 11.447 

Tetri 79248192MB 


Sttver Rx 
Spot 
3 rnonms 
6 monttw 
1 year 

p/Tiby cc. 
277.10 
261^5 
285.70 
294.60 

US CIS squtv. 
450.75 
45555 
46155 
472.45 

Sep 

OlCt 

Hn 

Gold Coins 

$ price 

E «8J»v. 

Dec 

Krugerrand 

325-327 

200-201 

Jen 

Maple Leaf 

- 

- 

fab 

New Sovereign 

76-78 

47-48 

Trial 


Sep 2350 -9034 2375 2300 38.698 37565 

Oct 3350-9018 3 380 2329 15514 23581 

Mo* 2455 -0.008 2475 2440 5370 12838 

Dec 2555-9010 2575 2550 4,263 15.733 

Jan 2575-9010 2595 2565 4388 17300 

Fab 2475-9010 2485 2470 2300 11.447 

Totri 7S248192MB 

■ UNLEADED GASOLINE 

WffiEX (42000 US |plls^clUSgate.> 

Latest Bay's Open 

price change High lew Yri M 

Sep 66.30 -0 44 6985 6910 23.445 41340 

OlCt 61.70 -0.10 61 50 80.90 7JS72 14.663 

Nm 59.15 +005 5940 5975 1994 8310 

Dec 5940 +005 5960 57.85 964 8395 

Jan 5960 *0.30 58.60 57.75 632 7351 

Fab 5957 - - - 26 1,934 

Total 35233 95211 


■ WHEAT C8T (5,000txi mfri; centa/BOtb bushel) 

Sep 353-25 -130 354.00 34&00 8233 40.148 

Dec 36825 -125 36900 36390 16,004 44.626 

Mar 37950 -1.75 380 00 37590 BB2 11613 

May 379.00 -250 38050 37650 78 1 310 

Jri 375.50 - 37690 36850 222 4.700 

fa moo - - - 1 1 

Total 2M1> 104*18 

■ MAIZE CBT (5900 bu mar cents/56ti buehal) 

Sap 25430 -925 26325 254.00 21 ,4|I 57,303 

Dec 2S72S -7.75 28690 257.00 59880154215 

Mar 26550 -750 27100 2652S 2972 32742 

■ay 26950 -890 27725 26950 1261 7.158 

Jri 27200 -850 280.00 27200 923 11.962 

Sep 25950 -175 2B550 25950 4 1945 

Total 95587 2784D4 

■ BARLEY UFTE (100 (crews £ per tonne) 

Sap 7725 7B 

He* 7955 - 79.55 7925 55 1987 

Ml 81.55 - 6150 8150 15 260 

Star 8355 - 8150 8325 17 161 

May 84.75 9 

TOW 17 1591 

■ SOYABEANS C8T (59Q0ba aatuSB) huriri 

MR 76100 -225 76900 75550 5.067 12270 

Sap 66890 -950 67900 666.00 17S0 17.179 

Mae 634.50 -11.75 647.50 631.00 *0.438 79442 

Jwi 63925 -1150 651.00 63900 1.997 15.934 

Bar 64850 -1050 65950 84450 497 5.108 

K»T 65425 -10.00 6&S50 65200 358 3.89* 

Total 52528 133564 

■ SOYABEAN OU. CBT (SO.QOOto* Ctnta/lbj 

Mg 21.68 -027 2202 21.63 4,704 3,765 

Sep 2194 -028 2230 21.78 6,703 29733 

Oct 22.00 -026 2239 21.98 779 15228 

Dec 2254 -025 2272 2227 9788 42S77 

Jn 2249 -0126 2289 2240 62 6.460 

Mar 228S -917 2115 2280 134 4.718 

Tatal 19514 99018 

■ SOYABEAN MEAL CBT (100 tong $Aon| 

tag 2598 -15 2619 257.3 5273 11500 

Sep 2323 -1.B 2359 2312 4,481 20213 

Oct 2155 -42 2190 214.1 1516 15951 

Owe 2102 -3 1 214.0 J085 8949 399S8 

jan roar -21 211.5 rwa 501 5917 

Mar 206.3 -20 2109 2050 422 8917 

Total 21283 107,734 

■ POTATOES UFFE (20 twines: E per tome) 


■ COCOA CSCE (10 tonnes; SAonrws) 


■ LEAN HOPS CME (4OJ0Qlb«; oenta/ltw} 


Me* 

62.0 

_ 

_ 

_ 

_ 

8 

Mar 

1030 

-220 

_ 

_ 

_ 

_ 

Mr 

mo 

-18.0 

132.1 

118.0 

292 

1277 

Hay 

1294 

-18.0 


_ 

_ 

2 

Jen 

1395 

-tao 

_ 

_ 

_ 

_ 

Totri 





282 

1287 

■ FRSGHT (BIFFEX) UFFE Siotadex print) 

tag 

1300 

♦5 

in? 

ia» 

31 

me 

Sep 

1373 

+13 

1375 

1370 

35 

506 

Ori 

1475 

+10 

1480 

1473 

114 

1.400 

Jan 

1495 

+20 

1495 

1495 

10 

235 

Total 

One 

nm 



IV 

3JM 

BR 

1280 

1283 






PULP AND PAPER 

■ PULPEX OMLX ($8; 24 air Cry ions) 


Sell 

Oafs 


Open 

price change ffigti Low 

tall 

lot 

538.00 

-3.73 538 00 53100 

15 

17B 

558J3Q 

-200 55B.OO 558.00 

20 

93 



20 

254 


FUTURES DATA 

At tun/ms data by CMS. 


Mm or metals from Metal BuHetn 
S per *) unless otherwise stated. Anti- 
mony: 9995%. S per tome. 1.935-2000 
(1.950-2,0401. Bismuth; mm. 99.99%. 
tonne lots 350-3.75 (3.60-395). Csdnriunr 
min. 99.95%, cents a pound, 48.00-66.00. 
Cobalt min. 999%. 2290-2320 (2250- 
23.50); min. 89.3%. 1920-20.00 (1990- 
20.00). Mercury: nun. 99.99%. S per 76 b 
flask. 150-160. Molybdenum: drummed 
motybdtc oxide, 4. 35-5. £ a (4.40-4.50)- 
Sdenium: mfri 99.5%. 1.90-220. Tung- 
sten ore: standard min. 85%, S per tome 
unit (10kg) WO, OF. 40-45 (45-55). Vana- 
dium: min. 98%. CIF. 4.00-4.10 (3.93- 


Sep 

1483 

-17 

1504 

1481 3.480 22JB2 


eaBso-zooo 82100 eoiso 2174 

7317 

. . ' 

Dr 

1529 

-17 

1549 

1528 1,918 26.181 

Ori 

71925 -2.000 75.450 71925 4,401 

19362 


■ar 

1563 

-17 

1590 

1563 243 24883 

Dec 

89 675-1000 71125 61675 549 

6253 

• V; .■ 

■n 

1583 

-16 

1590 

1588 51 11.003 

fab 

67925-1000 HL800 67225 141 

2347 

. 

Jri 

1603 

-16 

1609 

1607 25 1130 


64.175 -0200 64.700 B1300 47 

1400 


M 

1623 

-16 

1620 

1620 - 1743 

JM 

86.500-1325 68325 66400 7 

790 


Trial 




5254100299 

Trial 

7^19 

38L438 

■ • 


■ COCOA QCCO) (SDfTa/frcnne) 

Mb 4 Mob Mw. day 

0a4y 1200.91 120848 

U COFFEE L1FFT (5 tonnes; S/tonne) 

Sep 1656 -4 1875 1642 1838 18,787 

Da* 1655 - 1670 1643 1511 14.174 

Jan 1833 *3 1645 1618 620 6.168 

Mar 1600 *5 1607 1590 55 1,647 

Hay 1590 +5 - - - 00 

JN 1585 +5 - - - 30 

TOM 4,13« 40286 

■ COFFEE ‘C CSCE (37.500*0; cantaflb^ 


■ PORK BBJJES CME (4OnO0fas: cental 

Mg 6652S-262S 88500 86275 1526 2270 
Fab 75.550 -1000 78260 75550 1219 3538 
Mar 7S900-1000 77200 75900 40 33 

■ay 75200-1000 7830 71200 2 16 

Jri 77500-1500 - 77.500 2 15 

Tetri 2287 6JM8 

LONDON TRADED OPTIONS 

Strike price $ tome — Cels — —Puts — 
m ALUMINIUM 

(99.7%) LME Sep Nov Sep Nov 


Sap 

20110 

+915 204.50 19100 4.424 

9328 





Dec 

174.70 

*6.00 ITS. SO 18800 1.750 

6,534 

1750 .. — 




Her 

1S525 

+170 15600 15010 365 

3336 

1800 -. 




■fay 

Jri 

Sap 

146.50 

14400 

13910 

+150 14810 14650 82 

+150 14550 14050 110 
+245 140.00 137.00 2 

970 

633 

316 

■ COPPSt 
(Grade A) LME 

Sap 

Nov 

Sep 

Total 


9,747 zl,195 

2300 




■ COFFEE (ICO) (US cents/pomd) 


2350 

52 

73 

65 


MB 4 Prsr. day 

Comp- «y 1393 137.88 

15 Mr average 13455 13156 

■ WWTE SUGAR UFFE (50 tonnes; S/tonne) 

Oct 3252 -1.0 326.1 3211 1251 15210 

Dec 322.1 +03 3219 3210 125 5.733 

Uar 322.9 +02 3239 321.0 263 7.152 

Itay 321.8 +1.6 3215 3215 127 1.427 

Aw 3182 +2.1 3192 3192 10 917 

Oct 3095 -0.1 - - 1523 

Totri 1,776 32232 

■ SUGAR ‘ll 1 CSCE |l12.000toa: centers) 

Oct 11.81 +0.03 11.64 1150 7,717 111.4k 

Mar 11.77 - 1150 11.713*96 58247 

llay 11.72 - 11.73 11.66 534 12519 

Jri 1154 - 11.61 1157 367 7317 

Oct 1155 - 1 155 1150 158 3.104 

Mar 11.49 +0.03 11.42 11.42 96 933 

Totri 12268183,743 

■ COTTON NYCE (50, 0001 bs; cants/lbs) 


Oct 7453 

Dee 74.70 

Mar 7193 

May 78.60 

Jri 7898 

Oct 75.15 


Sqt 73.15 

Dm 77.10 

Jm 80.10 

Bar 6110 

May 6555 

Jri 8850 


-023 7556 7455 526 11210 

14 74.B0 74.40 3500 42565 

-020 7810 75.75 156 10501 

-fl 18 7870 7870 18 2,771 

-ai7 4 1538 

+005 - - 21 560 

42EB 7BJBBM 

ICE NYC6 (ISJOOtw; cantsMri 
+055 75.65 74.80 782 16.427 

-O10 77.70 7890 398 8,416 

-0.10 8070 8050 255 3.940 

-015 8175 82.90 74 2597 

-0.15 8655 8850 29 712 

-025 - - 25 215 

1561 32*13 


VOLUME DATA 

Open h ta reet and Volume data shown tor 
contracts traded on COMEX. NYMEX. CBT. 
NYCE. CME, CSCE and IPE Crude OU are 
one day In arrears. Vdune 1 Open Interest 
totals are tor all traded months. 

INDICES 

■ Reuters (Baea 18/9/31 = 100) 


Aug 5 Aug 4 month ego 
19186 19286 19972 

■ CRB Futures (Base: 1967- 100) 

Aug 4 Aug t month ago 
24556 24156 

■ QSCI Spot (Base: 1970 = 100) 

Aug 4 Aug 1 month ago 
19850 194.52 181.15 

UK WAMHOUSS STOCKS Beene 


year ago 
19345 


1MT ago 
19854 


MenHum 

-560 

la 

325.750 

Aiirntniuii stay 

-120 

to 

94.790 

Copper 

+2-825 

to 

240.875 

Lead 

-175 

to 

119.775 

Nfckri 

*106 

to 

54.414 

Zinc 

♦1.000 

to 

399300 

Tin 

-130 

IB 

11,270 


Nov Sap Nov 
158 48 103 

136 70 131 

118 99 163 

Dec Sep Dec 


■ COFFEE LFFE Sep 

1600 102 

1650 76 

1700 55 

■ COCOA UFFE Sap 

1000 25 

1025 18 

1050 10 

■ BRENT CRUDE 

IPE Sep 

1800 - 

1950 28 

2000 11 


LONDON SPOT MARKETS 

■ CRUDE OBL roa (per barrel) *or- 

Dubal S18.13-852W +020 

Brant Blend (dated) $19.41-943 *0.11 

Brent Blend (Sort *1958-9.40 +0.33 

W.T.J. S20.7l-0.73w +0.436 

■ OIL PRODUCTS KWE prints iMray OF (tom) 


25 

81 

24 

48 

16 

68 

40 

60 

10 

58 

» 

78 

Sep 

Oct 

Sep 

Oct 

- 

_ 

14 

51 

28 

70 

- 

■ 

11 

46 

- 

- 


Pnemfrjm Qasoflne S238-242 

Gss Ot ■ $177-179 1 

Heavy Furi OB $86-68 ■ 

Naphtha S1B2-1S5 

Jet tool $193-185 

Dtaset $190-182 +. 

■ NATURAL QAS (Panceriherm) 

Bacton (Aud 950-9.70 

Putroteum At pa. 7et London fJITI} 3EB 8782 

■ OTHER 


Gold (per tray 02# 
Silver (per tray oz)$ 
Platinum (per troy or) 
Patadlum (par tray oz.) 
Copper 

Lead (US prod.) 

Tin (Kuate Lwnyae) 

Tin (New York) 

Cattle (Bve weighl) 
Sheep (Bve woitfrt) 

Pigs flhre w e i gl i Of 
Lon. day sugar 
Lon. day augs (wt^ 
Barley (Eng. feed) 
Mates (US No3 YeBow) 
Wheat (US Dark North) 
Ffcibber (SertV 
Rubber (Oct)V 
Ftobber (KLRSSNol) 
Coconut Oil (Ptri)§ 
Pafrn 08 (Malay .)§ 
Copra (Phq§ 
SoyabaaiK (US) 

Canon OusorifA' Index 
WooHops (64s Super) 


$319.75 -4.10 

44050c -9.00 

$45750 +950 

$23950 * 

1125c 

4&00c 

14L» -051 

261.5 -25 

9850p -0.13* 

I09.70p +24 2* 

7753p -4.78- 

S2S250 -150 

S34350 +050 

Ltoq 
£10950 
Unq 
82.75p 
62.75p 
2S05X 

®5J3y -65 

487.6Z +25 

$386.0y +25 

2104 -25 

8150c -OJ» 

4190 


E per tonne unia* gMnw p pentrig o emwAfr. 
r rtngjtfkg. m Matayvtan 1 JUM41- * A* w Sag. 

^London Ptiyacri. § CF flat m ton. t Buflen matoi 
am - Change on warii. 18ewd an 4.118 head ri 8*9* 


CROSSWORD 

No.9,446 Set by CINEPHILE 



ACROSS 

1 Wine cask for rfr lnkpy or 

bowl for bowl-dweDer? (8) 

5 Make a match with 
England before long? (6) 

9 Food such as Is transported 
in the east of France (8) 

10 Formality with a b rillian t' 

companion (6) 

12 Catch both teams operating 
yards apart? (frS) 

13 Try leaving work for the ’ 

river (5) . 

14 Something wrong, as in „ 
(1,3) 

16, 19, 21 Harper Lee’s book ■■ 
to give cat drink, go and. 
bofl milk (2.4JL.U) ' + : 

24 Don’t preserve loot (5)- \ 

23 Bulldogs are oat in case . 
there’s trouble (9) . : . . 

27 Female part of wiki flower . 
(si 

28 Federal capital and half 
oommonweaUh ooiinhy aw ‘ 
British with a difitemue (6) , 

29 Artist with lathe? (6) - • ' ’ 

30 Bishopric without a.catho- 
’ lie king? I don’t tocw C6J2) 


DOWit . 

I, 2 Nicely wrapped parcel 
costs a lot of money <6£) 

3, 23 Bishops supply Christ- 
mas trees with & wifl (5,8) 
4 Add butter to reduce (7) 


€ Petty critic gets extraordi- 
nary tip running into. 
poimd(£6} .. . :Zi-' 

7 Yorisshlre taraer exposed 
to drinkiB) , .. :. . ‘ 

8 One of these written. Jo. to 
tbe Bfble with a pm. is be? 

. (8> . • 

ll See2a - 

15 Picture in the old dog? (S.4) 
17 Break * strike with great 
success ©5)- ‘. 

IS Ttrink at-sea? ® 

20, ll- Cock -pottages .in coofl- 
■ dence between us and it 
; : (4+y - • ■ 

21 Musicians ‘have time, for 
J ’.drearing CO ;■ 

22, 28 The FT (u^ art to tep- 
: resent it (640 ; , 

26 Tronk lo be pat in trtffl- 
port (5)! . '■ ; V.'.' ; -V 
Sotat ion 9,4®..!' 


■ a n ra h ii 0 | 

| Q G 0 ID IU 
[Gianraannaos gawni 
* h d a s^r.i l 

aaQaii 

i m raa ■ 


iQocia 
1 □ □ - 
iGnaciuEa 






s ■ 


L- 

K. 














Day 


AL-GUs 





geoW 

!**k 5 

\ *at 3 -h or 

| «°W mi at , lt >e ^ 
JW®n*dfc fell 

j JUUfe or gfw W £ 
asked (0 - r ao ^U > 

i ' Th* nev . . ‘ n 

5 twist ic .fc* J s [ be 

i p>w «,£>* 

! l V* oi aii- kev 
1 d ‘«^frv ta.>i^.^ rR la{ 
1 wfaa: ‘a jj p;*,;! 1 *“***, 

i *‘Or>. a; Baa-* «&* 

{ csis, In uj 

1 

I oan^ui up * 5JI* 
i stic MK 

: ta C.*i.Sb 3 
; May at. ip.lta^jjj 
«i ALtfu ?«£ff **i 

: p'-*r:r.- 

i Sir- * “Whr.v 
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! •* 3 - ‘-•Uitcan •ii. 

i joraprf ::, fc,« Lfj 

i wfcsiow.a:;;-^* 
; *•■-• A ‘ h w j?« 

i — •’ D firth o 

: Sff? **' -» o>n« 

! and bury, 

• Ayr.: s 

! Mr d 

; Snay« 

. fee-tau- 
‘. af:tr 

• Niu :• 


*'^=ua 

^=n:;sf,j ^ 
«*■ w aj dcjr-. 
ui.'^r.cg refer 
r T“* ‘ 3! -' ;ir - 4 . 3 kp , 
h; ' "•• ; " i: "’ ^anfcfc, 
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FT MANAGED FUNDS SERVICE 


• FT CSJflrw UritTrust PrirtS are avabbts m tf» iafaptana. GaU the FT CttyBne Help Desk on (*44 171) «73 4378 for more details. 


Offshore Funds 


OFFSHORE 
AND OVERSEAS 
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The Impact of International Money 
Laundering Legislation 


A ground breaking management report 

The Impact of Iniematioiul Money Laundering Legislation examines the 
[me meaning of. and mcrivauoti behind, this neu body of legislation and 
addresses questions you should be asking about'. 

•Training *Tax Evasion 

■ EU Legislation • Enforcement 

♦ Enfre ce men t * Cyfareta ridB lug 

To order or for more information please conuci 
FT Finance uxlay on Tel +4* (0i!7l VX>22T9. 

Rax +41[0il7l S962274 
Fora brochure please mail ibis fevm to 
FT Finance. Peanoa Professional. Maple House. 

M9 Tooenham Coun Road. London VVIP 9LL. 
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Oil Industry 


on Thursday September 1 1 


For further information, 
please contact: 

Bill Castle 

Tel:+44 171 873 3760 
Fax: +44 171 873 3062 

or your usual Financial Times representative 
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FINANCIAL TIMES WEDNESDAY AUGt&T 6-1997 


LONDON STOCK EXCHANGE 


FTSE 100 threatens all-time closing high 


MARKET REPORT 


By Philip Coggan, 

Markets Ecfitor 

A series of well-received 
aiwauncements from UK corpo- 
rates helped the FTSE 100 index 
romp ahead, on a day when ner- 
vousness about a rise in interest 
rates might have been expected 
to weigh on sentiment. 

Figures from BP and BAA both 
led to sharp rises in the compa- 
nies' share prices, with the 
strength of the former adding 13 
points to Footsie. And Pearson 
continued to benefit from the 
bullish statement that accompan- 
ied Monday’s results. 


For once, a bank let the side 
down. After sharp rises in the 
shares of HSBC and Uoyds TSB 
on the back of their results. Nat- 
West disappointed investors 
when it played down merger 
hopes as it published its figures. 

On balance, however, the cor- 
porate news was positive and 
allowed investors to ignore some 
unfa vourable factors. Sterling 
rose another Ittpfgs against the 
D-Mark while the benchmark 10- 
year gfit lost around a third of a 
point On Wall Street, the Dow 
Jones Industrial Average was 32 
points lower when London 
closed. 

None of this deterred Footsie, 
which started the day strongly 


and never looked back. The lead- 
ing index opened up 26 at 4.fl2i,7. 
which turned out to be the day’s 
low. By the close, it had risen 
64.9 to 4,960.6. only 3.6 points off 
the all-time closing record, set on 
July 16 l 

Significantly, email and medi- 
um-sized stocks on ce ag ain 
lagged the leaders. The FTSE 250 
i prip* gained just 13.6 to 4,498.6, 
while the SmallCap index edged a 
mere 0.5 points higher to 2,189.1. 
Volume was a healthy 945.2m 
shares by the 6pm count 

Mr Stuart Weather by. UK econ- 
omist at P anm ure Gordon, said: 
“Again, it seems to be overseas 
buying of the larger stocks, nota- 
bly pharmaceuticals and oils. 


pushing the market higher. 
Given that people are talkin g 
about a rate rise this week, it 
does seem a bit strange, but at 
the end of the day, you can’t 
argue with liquidity." 

A larger than expected rise in 
industrial production in June 
added fuel to the debate about 
whether the monetary policy 
committee of the Bank of 
England will agree to raise inter- 
est rates when it meets today. 
(The committee’s decision will be 
announced tomorrow.) 

In contrast, the Confederation 
of British Industry’s regional 
trends survey continued to show 
weakness in exports and manu- 
facturing orders. And there was a 






gii ght drop In the rate of expan- 
sion in the service sector in July, 
according to a r ep ort from the 
Chartered Institute of Purchasing 
and Supply. 

Analysts were divided on the 
implications of the figures. Mr 
Simon Briscoe, UK economist at 
Nikko Europe, said: "Services 
growth is stm st run g, but the sur- 
vey hag sufficient evidence to 
support a decision by the Bank to 
leave rates on hold on Thurs- 
day.” But Mr David Bloom of 
HSBC James Capel said: "On bal- 
ance, we expect the MPC to raise 
rates by a quarter of a point on 
Thursday, putting a seven in 
front of base rates for the first 
time since January 1993.” 



Indices and ratios 

FTSE 100 40606 +64 & 

FTSE 250 44006 +13-0 

FTSE 350 2373.4 +266 

FTSE Ai-Shara 2314,74 +2434 

FTSE AB-Share yield 338 3.41 

Beat performing sectors 

1 Oft Integrated .+33 

2 Mineral Exploration - — +33 

3 Ufe Assurance +ZJ9 
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Triple 
boost 
for BP 

By Peter John, Joel KIbazo 
and Jean Eagtesham 

BP, the first of the two UK 
oil majors to report this 
week, surprised investors 
with a triple layer of positive 
news. 

And a 4.8 per cent rise in 
the shares was responsible 
for 13 points on the Footsie. 

First, but least important, 
was the headline second- 
quarter profit figure. 

Replacement cost income 
came in at £738m, well above 
a wide range of analysts’ 
forecasts, which stretched 
from £580m to £690m, and 
above the previous figure of 
£587m. 

Second, the profit boost 
was accompanied by an 
increase in the dividend. 

Many analysts bad pen- 
cilled in a fiat dividend for 
the quarter because of the 
slack underlying oil price. 

But the company raised it 
from 5J25p to 5.5p. 

Finally, BP came up with 
the clincher - an intention 
to repurchase some of its 
own stock. Analysts believe 
the company would be pre- 
pared to spend up to $lbn in 
buy-backs. 

HSBC James Capel was 
reported to have raised its 
current year net income 
forecast by 7 per cent to 
£2.9bn. 

Mr John Toalster. of Soc- 
Gen, said: “The company 


showed that it is keen to 
grow shareholder value by 
share buy-backs and 
improved dividend payments 
of cash following the exam- 
ple set by Exxon of the US." 

The effect was a sharp rise 
of 39% to 861V»p in the share 
price - a new closing peak - 
on turnover of 10m. 

Shell Transport, which 
r ep or t s tomorrow, added 13% 
at 458p in sympathy. 

Meanwhile Lord Simon, 
the trade minister embroiled 
in controversy over his BP 
stake, announced he was 
selling the shares and would 
donate part of the profits 
to charity. 

When banks report, they 
tend to tell the same staiy. 
But National Westminster 
bucked the recent trend as it 
released figures that lived up 
to pessimistic forecasts. 

Nat West had signalled 
that its interim profits would 
be no higher than £770m and 
they came in broadly in line. 

The dividend, at 10.6p, was 
up 10 per cent but below 
some forecasts and though 
the meeting with analysts 
did not disappoint, it still 
failed to enthuse. 

However, both the apolo- 
gists and critics said much 
of yesterday's slide of 35 to 
835p - the worst perfor- 
mance in the Footsie - 
reflected the fading away of 
bid premium. 

UBS retained its buy 
stance on the basis that 
“given the valuation we are 
happy to be buyers”. 

But persistent bear Mr 
Neil Baker at Dredsner 
Kleinwort Benson, has fur- 
ther lowered his earnings 
forecasts for 1998. arguing 
that with “material ongoing 


losses and worsening funda- 
mentals, the valuation is 
still unattractive”. 

He has cut next year’s 
earnings per share forecasts 
by 5 per cent to 62.5p. 

Defence electronics group 
GEC gained 17% to 361%p 
after it announced the 
appointment of Mr John 
Mayo as its finance director 
from October. 

Mr Mayo was involved in 
the break-up of ICI and there 
was speculation that he 
might have come to GEC to 
help unlock shareholder 
value there. 

There was also a positive 
presentation by the compa- 
ny's managing director at 
ABN Amro Hoare Govett, 00 
Monday evening. 

The announcement that a 
£3fim stake in Govett Orien- 
tal investment trust had 
changed hands fueled 
rumours that the trust could 
come under attack from US 


arbitrageurs and sent the 
share price up 3 Vi to 180%p. 

Govett Oriental is in the 
same sector as Fleming Far 
Eastern, which last week 
announced proposals to 
wind itself up because the 
investment remit "no longer 
makes sense". 

General Accident led the 
insurance sectors after 
HSBC James Capel recom- 
mended the stock. 

Dealers said Cape! pointed 
out the insurer’s share price 
underperformance relative 
to the sector over the past 
month. Since the end of 
June, Commercial Union has 
risen 9 per cent and Royal & 
Son Alliance ll per cent 
compared to General Acci- 
dent's rise of only 4 per cent 
GenAcc gained 30 to 939%p, 
CU 7% to 689V>p and Royal 
Sun IS to 510%p. 

Turnover in BT rose to 
58m. the busiest Footsie 
stock of the session, with 
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TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 12 August 1997 

1. The Bank of England announces the Issue by Her 
Majesty's Treasury of ECU 1 ,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a bid-yield 
basis on Tuesday, 12 August 1997. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchai 
Equalisation Account 

2. The ECU 1 ,000 million of Bills to be Issued by tender 
will be dated 14 August 1997 and will be in the following 
maturities: 

ECU 200 million for maturity on 11 September 1997. 

ECU 500 mflWon for maturity on 13 November 1997. 

ECU 300 million for maturity on 12 February 1998. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed appficatian forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, 
Threadneedle Street, London not later than 1 0.30 a.m., 
London time, on Tuesday, 12 August 1997. Payment for 
Bills allotted wifl be due on Thursday, 14 August 1997. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
app&cation form must state the maturity dale of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

G. Notification wifi be despatched on the day of the tender 
to applicants whose tenders have been accepted in whole 
or in part For applicants who have requested credit of Bills 
in g/obal form to their account with ESO, Eurociear or 
CEDEL, Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1 .30 p.m. on 
Thursday, 14 August 1997 provided cleared funds have 
been credited to the Bank of England's ECU Treasury Bills 
Account No. 590055 f 6 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 787, 6-8 Eastcheap, 
London EC3M 1 LL. Definitive Bills will be available In 
amounts of ECU 10,000, ECU 50,000, ECU 100,000, 
ECU 500,000, ECU 1,000,000, ECU 5,000,000 and 
ECU 10,000.000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. All tenders will be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 12 February 
1998. These Bills may be made available through sale and 

X rchase transactions to the market makers listed in the 
mation Memorandum (as supplemented) in order to 
foeffitale settlement 

10. Copies of the Information Memorandum (and 
ipfements to it) may be obtained at the Bank of England. 
Government ECU Treasury Bills are Issued under the 
treasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 

Bank of England 

5 August 1997 
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CONTRACTS & TENDERS 


BRAZILIAN NAVAL COMMISSION 
IN EUROPE - BNCE 

NOTICE OF PUBLIC TENDER NR. 070/97 

Notice is hereby given that the BNCE wnh offices ac 170 Upper 
Richmond Road, London SW15 2SH. is accepting lenders for the 
supply of MO Sets of Breathing Apparatus Cylinder Composite. 
PA91 Compressed Air/Lung Value. EPDM Face Mask. Steel 
Cylinder Pressure 200 Bar, VoL 7.5 Litres. Details of this Public 
Tender are available, on request, at the above address or contact: 

Contracts DepU Tel: 0181 788 81 11 

Fax: 0181 78940 14 


dealers cxting an overnight 
trade in American Deposi- 
tary Receipts. 

Marketmakers also spoke 
of a broker-to-brdker trade of 
35.8m shares executed at 
4l6p a share. 

BT eased 6% to 417Vip. 

ICI has risen 25 per cent in 
the past month. Bat Nat- 
West Securities believes the 
shares have further to go. 

The broker raised its fore- 
cast to “add”, pointing out 
that with a clutch of assets 
still up far sale, the risk of 
buying Unilever’s speciality 
chemicals arm for £5bn 
looked pretty well dis- 
counted. ICI rose 8 to £10.28. 

Among the second-liners, 
Laporte lifted 4 to S36p. 
Suther lands, the broker, hag 
a “buy” stance an the stock, 
arguing that.it offers excel- 
lent value bat has “yet to 
participate seriously in the 
sector rally”. 

However, Inspec failed to 
respond to interim profits of 
£24. 6m and slipped 4% to 
186p. 

The profit figure was 
above the consensus forecast 
but there had been a couple 
of days of steady buying 
ahead of the announcement. 

Barm ah Castrol lifted 24 
to £10.67% after encouraging 
figures from Castrol India. 
London Clubs was the waist 
performer in the FTSE 250 - 
dropping is to 386%p - after 
the government decided to 
block the company's take- 
over of Capital Corporation 
- off 19 to 165p. 

Buying ahead of today’s 
interim figures saw engi- 
neering group GKN appreci- 
ate 24% to £1086. 

En gine ering group Smiths 
Industries hardened 9 to 
804%p, as the market regis- 
tered its approval of Gra- 
seby, the electronic and elec- 
trical equipment group. 
Smiths' latest acquisition. 
Graseby rose 58 to 2OT%p. 

Household goods group 
Reckitt & Colman is now the 
subject of a two-way puD. 

The shares moved strongly 


FTSE Actuaries Share Indices 


ahead an Monday as inves- 
tors responded to a recom- 
mendation by SocGen. 

Yesterday SBC Warburg 
took a contrary view and 
downgraded the stock to 
“hold” from “buy” on valua- 
tion grounds. The shares 
retreated 4 to 981%p. 

Pearson, the media con- 
glomerate that owns the 
Financial Times, jumped 
almost 7 per cent as the mar- 
ket reacted further to the 
company's commitment to 
achieve double-digit earn- 
ings growth and doable the 
value of the group within 
five years. 

ABN Amro Hoare Govett 
has moved its recommenda- 
tion on the shares from 
“hold” to “buy”. Hie shares 
gained 47% to 740p. 
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Aug5 
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Aroi 

Ai 31 

ago i 
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ratio ytd- Return 
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49X6 

♦10 

4895.7 
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3.32 
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+03 100838 1011.15 1017.62 1263.72 633 099 1838 4137 664.79 


30 CONSUMER 00008(85) 487673 

32 Ataohofc Seuerageeft 3304.13 

33 Food Pmducers(2S) 3075.53 
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-04228532225697 2242.71201838 2.71 138 2738 3648 141743 
+1.7 758537 7SJ7.11 701739527538 240 132 3038 1133827^233 
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2741 59.78 124033 
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300638 
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+03 8324.87 334929 338548 2432.78 533 2.01 11.68 92.77 188628 

+65 2212.14 220541 2279.43 130042 649 f $ 5430 125623 

-692382392386442379301951.74 380 1.89 1946 10X 110678 

+05283682288619292675 219624 677 027 934 9CLB6 170619 
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491681 +20 477540 478B04 470687 348407 356 1.95 

326347 326204 327656 330504 2524.08 332 IX 

201207 +60 190440 1991X 200503 158674 331 IX 


1682 9138 2107.75 
13X 12843250652 
937 5681 144157 
1705 121.00 214607 
1903 6675 194614 
2905 3534 129558 
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2314.74 

231671 


+1,1 229040 229107 2295.18 187616 638 
-I.iaaao04 2292.07 2294X - 342 
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207 


18.02 44.45 205654. 
17.X 1302 1055112 
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FT3E FtedcAng e» IT 


1235.64 

123240 


-O 2 123705 1237.72 1237.70 121613 
-62 123537 123450 123332 123340 
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685 


ax 

.002 


4133 3404 133855 
3738 2406 133828 
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- 108 679 aO.OOt 402 £0007 


1000 11JO 1200 13jOO UJO 18J00 1610 BuhMsytowWw 


FTSE IX 
FTSE 250 
FTSE 350 
FTSE SndCep 
FTSE Al-Shara 


4921.7 49362 4027.6 49361 49460 4937.6 49374 49420 48572 49600 ‘ 4821:7 

44863 44906 44820 44822 44964 44943 44940 44970 44960 44969 44061 

2367.0 2380.7 23X0 23863 23872 23640 23640 23663 2372.1 23764 : 23670' ' 

219603 219008 21 BO 08 219612 218902 218958 218908 218823 218007 219CM8 318803 ' 

229904 230334 2302.55 230552 230908 230619 230611 2 306 29 231352 2314J4 229004 • 


Tims al FTSE IDO Hay* Ntfc *30 PM Day's low; £30 AM. PISE 100 1W7 Ugh +80OS <09ffWg7) Low. *056.6 fTCWl/VTV ' . 

TJnwor F7SE M«n Osrv fttfc *ao PM Day's tow 830 AIM. FTSE MTShms 19B7 Mg/C ZTfA.ro 0S*avr) Lam 1|WL1»f»0 VBO 

Further intamecian is avaaaUe an riOpyAnmjtsftcam 

O FTSE Mteme tl uiia l LWtad 1997. AR Rights reserved. ’FT-SE* and -Foe*sis- are 

trade ma ria of the London Stack Exchreige end Tha Hric i ri Times and era . -.c - 

ised Oy FTSE Maimtanal mder Beam 

t Sector P/E taka greatar titan X and net covere greaMr then 30 ere net shown. 
t Values am negative. Dotation: Bridon (FTSE SmeBCep & 2S. 
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17, V 12% BntEM 
41% 2s%as«in 
21ftl7%BM»jW 
a 14% OntogmS 
«,i 29% BOW. 

29% 26% Back NFL 
9% a%BUrekA6l 

7 8%BfcMWK 

9% fliflWBLTflf 
36% 26 BMl 

46 37%BkU1tA 
J0i 4 . BBtoeCr** 
3% 2% Stepan 
35% 34 BMC M 

00% 47B0Bhg 
38% 28%Btfc8C 
6% 3% Banter Co 
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28% 22% Bam CflR 
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52 ft 38% Bom 
32% 31%Eh«* 
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27% 17 Brenfl* 

63% 42% BrigSl 
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656 9ft 9% 9ft 
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46% 24% CANTV 
37% 31% OK tn 1 
119 96% CNAFki 
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38% ffl%awajax 028 OB 164629 35fi 34 U 3ft ft 
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44% 30% CpOmFjc 032 09 15 1673 36% 35% 36,; ft 
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65% 13CMM 010 02 *6189 59ii 56% 50% ft 

049 10 a 25S 42A 42 42?, ft 
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1ft 10C«*Mto 080 70 15 612 13 !2ji 1?{J 
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30% 13% Q«D)£rtf 15 1651 18% 16% ift 

83% 4l%Omfln 020 03 3426 E «S2 81% ft 
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37% 31 CWrad 208 5.7 12 116 36% 36% 3B% ft 
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40% 25%0«auna E 21 38« 38% 38fc ft 
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43 35%Ck»gki 146 59 18 93 4ft 41% 41% 
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44% 28% Coons 012 03 29 1460 43 42?» 

19% 11% Mm 783 17A 16ft 17, 1 , 
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3224* 38% 38,; 38ft -% 
050 10 1712200 40.;- * 39ii 
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84% 52%UW*[H 
10% 7% Taw 
23% nSlanam 
73% 43% TMr* 
4ft n%TiKaax 


87 37% tatapip 
0% SMTiBonOLS 


37% : 

23% ID TUBS A 
U%3S%W»| 
29}2 23%WCM 


»% 24%Tmcy 


.12% TUMI 
27% 17 Kart 
17% 14 Tamil B> 
8% S%IWU| 
54% »Tnpp«r 
7% 5%1MMta 
MA 18%7WnC4i* 
30% 21% KM Me 


1%71N 


200 20 92887 90% 98% Oft -II 

040 05 IS 02 73% 73 73% 

028 1J 10 18% 17% 17% -% 

024 03 38 3840 Bft BlH 83% +1% 
020 22 4 157 9% B ft -h 

028 1J> 12 40 23 25 S 

0» M 18 6422 SOU 68 69% ft 

030 07 IS 849 «S% 42% 42A -1 

032 05 18 3» u69 88% 88% *3% 

250 U a 37 37 37 

183 Till 21% 21 ft -% 

to U 20 1182 SZi 51 51% ft 

to 21 38 313 20% 23(1 28% ft 

018 1 J 14 2BH 39% 38% 39% ft 

1671 <2% 41% 41% ft 

to 22 21 S23a27% 28% 28% 

I 941 17% 17A 17A 

020 32 16 753 6% 6% 6% 

Oifl 25 13 4334 34% 34 34% ft 

0.14 20 95 7 6% 8% ft 

020 08 28 73*25% 24 25 ft 

0.70 25 10 9 28% 28% 2B% ft 

939 2,; 26 2% ft 


-li- 


es OURS 
47% 20% USE 
34% 25*2 UST 
90ft 67%US8M» 

82% SftUU. 

25% 21% UB Op 
TSW%UCM 

S lftUto* 

29%Hkcx 
25% 18 %UbWI 
02% BBIHw 
227193% umr 
50% 48% Mann 

a 40%nca» 

18% MmCVp 
52 4tuetox to 89 
88 80UCI4JOX 430 OB 


20 B9u15% 15A 15% *% 

101537 47,*, 48ft 47% ft 

182 53 124220 2ft 20% 2ft ft 

138 21 18 20 90 90 99 +3, 1 , 

11 945 (2 80% Slfj *1% 

134 57 18 EBu25,; 24% 25% ft 

691029 14A 14% 1ft ft 

130 73 92982 22}} 22% 22% ft 
030 15 21 1DH 38% 38% 38,', ft 

012 05 17 2 23% 23% 23% ft 

223 13 22 135 ul23121%12lH ft 
4JB 19 S 1008 Z25l! 2246 224,, -1 

130 11 682012 58% 57% 58,% ft 
075 13 121910*586 55,', 56% ft 
31 10 23H 23% 23JZ ft 

« 51 51 SI 

a? atf 68 n 


39%34%UAc 254 E7 13. 634 3ft 38 38,', 

72U5B%ttftc 172 24 21 1583 72 71% 71% ft 

5ft 38% UMtaBtx 150 11 22 948 52 51% 51% ft 

23% 17% UmonTaoB x 0 l20 13 10 5054 20% 20% 2 flB ft 

11 5%IMqa 3330*11% 10% I0S ft 

12% 7% U* COrp - 24 5344 11% 10% 11% ft 

074 25 19 2353 2ft 28 2ft ft 


»%. . 

lBl3%UDtO«4 
26i 23%tMDanM 
W3 42%4*Ohr • 

38% 23%1MHm 
8% S%08MMx 
1*4 13ilXFwd| 

■ 25 10% ItaM 
25%n%D98fi 
;»25%t6nw 
3® 3 renew 
47 &%U6Sno 
8Hi«%una - 
10H KlHMtar 
60fl-28%tMtato| 


131 7.1 252m lft 1ft 14% 
020 07 14 30 27% 27% 27jJ 


US 3022911 55% 56% 5ft 
238 82 14 248 35A 34% 


020 13 13 148 
152100 82 1. 

2 

02* 13 18 3445 
412W44 
0 918 
0.18 DA 25 8134 
124 15 21 3279 
OK 45 16 209 1! 



OOS- 35 10 WO « 
124~ 2.1- 31 1082 5^1 37, 


ft 

■A 


, 38 20151,846 01 A 84+4,; 

89% BiUrRMn 154 17 15 820 3ft 3* 3ft ft 

22% M%<UilM-; -1J0 01 '13 254 2(^3 19% 20% +1% 

36%27%UMQpx 158 11 U 423 34% 34% 34% ft 

45% 38% ttnil x. to 19 2128019 41 A 41 41% *% 

057 15 21 1601 45% 44% 44% ft 
18 820 40A 3BU «A *% 
2.14 55 138258- 37 38,; 36% ft 
B3781 B24% 23% 23U +ft 


.48,; 33% KAMI 

< 1 %n%«BM 

SB,;3r%U9MN 
23% IBUSMOM 


MW Iniw. 

41% 28% USA Wsfit 
39% 10% USA* 

9% ftl&Kkc 
32A 23% USX II 
3Bft 25% USX IS 
17 12% USX Can 
13% DlttnUad 
30% 25% Wrap 


TX N h On 

* \ Mtklp WM 

17S0 40% 40,; 40% 

7 2402 3ft 38}} 39% 

052 85 0 53 U9% 9% 0,; 

are 21 mush 8% si% vt 

1.00 25 8 2610 3SH 3S% 35% 

070 15 23 174 12% 12% «% 

008 19 8 35 ft 8 8 

176 00 11 500 20% 29% 29/, 


£ 


-v - 


mi aft «F cp 
43 28%«nE 
All 6%Wkx 

2*2 17 iMmttti 


152 1.7 17 805 69% 

012 07 4 a 1)43 

020 25 a> 8% 

1412110 20% 


89 80% 
43 43 
6% 8% 
20 aft 


ft 


11% lOVotaCapUT 072 65 164 U t|s IQS 


40% SIMroM 

59% 47% IMnUS 
4$% 20Vmr 
74 13%VHDUr 
10% 14% UU 
73% «8%V*HM00 
32% 21% WWW 
51 A 40%vuatanax 
9% 7%vwnaar 
74iolitandBi 
B8% 55% VUcnll 


43 1074 39% 38% 30% .. 

038 06 18 405 58% 57% 58% *ld 
ffi 3888 SO,; 38 »A ft 
156 75 0 Mn»4% 182 14% ft 

052 1.7 20 1438 IB 18% lBH ft 

500 06 1 076 74% 78+2% 

292364 27}2 &A 27A ft 

053 U 25 2152 50 40% 50 ft 

5 20 7% 07% 7% ft 
256 17 31 440 UA 67A 6ft +1,'* 
158 2.2 15 163 «B7 88% B6H ft 


- w - 


15% WMS M 


24i 2 i5%VKknKAl 
-4% 3% KHnoco 
50% 38% VMgm 
95% 25%W»HaeaCS 
2S,o 22MHI 

U7%68%wnnj»x 
26 % stftvtana. 

29% 27%WisWat 


It 


27 SS 24}| 34% 24% 

_ 28% m Hotti X 200 75 15 ZX 27% 27ft 27ft 

68% S%Mmax 1 JB 25 15 2391 G4ft 63ft 63}} 

to 12 a 58 21% 21 21 ,'« 

752 4% 4ft 4% 

048 05 33 2169 57% 57% 57% 

056 1.7 18 1060 33% 33ft 33ft 
0.27 07 2715465 1711 37% 37% 

152 1.1 5D 9279 Ul‘,f 13ft 140% 

118 4.6 14 34? 25S 25ft S 
. . 108 17 ID 154 2B% 28,} 

444%SS% WanAxtf, 450 12 19 32418% 416% 417, 

37% 26 WSUgt 008 21 331X07 32% 32ft 32, 

10% 6% HMonAM 259 6% ft 8}} 

220 35 34% a ft 

2 51 Ail A% AS -i 

a 2716 <3}( 43% 43 }} *% 

to 1.1 I 215 18% 18 18% 

to 19 21 275 43ft 42% 43,', 

706 4 3% 3% 

096 19 17 21 b33 32% X 

038 15 40 784 23% 22(Z 23% 


3 4 

32ft -% 


B% 21% WBPUnin 048 1.4 
6S 3%MxsanM OU 1.7 


45% 26% WIMEM 
18% I4lt taMW (Deg 
45% 40VHKAI 
4ft 2%mnona 
32% 27% WWW 
23,; 15% mm 
33% 245PWtfx 
27 u 19%wtn«s 
2&2 27 Wes CO, 

S1% 18% UteUtE 
7BH 57% WAXES 
44,; 36% WOtgnm 


to 15 27 ai9Z73ii 270% 270| 


£ 


25 ft iew«a 

321} 25%Waflpac 
31% awstno 
63 42%ffpftsr< 
17% 11% mnr 
55%4S%M*tf 
22% ISiiPNQM 
28% 21 % WUtno 
12% 9% WWtakor 
«l2 33%Weo-l* 
77% 59% WMn 
47% 38%lM>na 
8% 5% Wfebfn) 


024 15 18 7092 24% 2*2 
056 19 0 457 Bft 29% 29% 

22 234 20ft 1B% a ft 

32 1 100 * 80 % mil 80 % +% 

.. . . 16447451)45% 305} 45% ,5% 

21% 14% warCas* x to 1.1 30 1634 18% 10% 18}} 

34% 29% Wan Has 2.10 65 15 S72 b 34}] 34% Mil 
020 08 ZB90 155% 24% 24% 

129 4.1 13 38 31% 31% 31% 
to 25 19 1661 uW 33% 33ft 
150 26 35 2303 62% 81}} 62% 

0.12 DO S 910 15% lft 15% 

158 2.7 IB 3762 50}} 50ft 50% 
a 125 22% 21% 2% 

DAO 15 a 1041 25% 25% 25% 
6821113% 77% 127+ 

1.72 43 16 254 u40% 40ft 40% *% 
1.2B 15 42 13Sfl7a% 76 78,; *1% 
154 23 19 5435 45,’, 44% 45% +ft 
010 15 12 52 1)6% B% *4 


. _ % 

IS,’, ISWUnDufA to 15 542 19% 18% I9> r +% 


42% a%WM0i 
9% 8%Wmbapo 
Z7% aptafn 
22%l5%Wa«0 
46% 29% Mn 
28% 22% WMCADA 
31% 1BH«Wn)na 
28% 10 % PAxM* 

25|| 21% WteUWhto 
4% lftwxuaxp 
28% 23% WPS Rs 
77% 54%P»tfmB 
50 32%** Bad 
30% 10%WymM 


1.02 ZB a 908 X 35% 35}} 

020 Z4 30 360 Oft 8ft 8% 

154 62 19 1273 75 24% 24ft 

0.12 07 W 31 H» 17}} 171} 

1.12 2A 657 46,', 45ft 45!} 
053 23 2D 50 22ft 22% 22% 

to 03 21 404 36% 26,*, 26% 

22 2460 28% 27% 3% 

X 25% 25% 25% 

2 745 2% 2ft 2% 

154 65 16 95 28% St 201, 

0.78 15 34 997 u77ft 78% 76ft 

032 05 IB 279 49ft 49% 49% 

032 1.1 17 IB 29% 2BJJ 29 


+% 


4% 


- X - Y - 2 - 


84 51%xra 
«4o% xn Cop 


128 15 2 706004% 82% 03% *1% 
080 1.7 10 575 47}} «7,‘, 47% *% 
a20%M«EBy 134 55 14 124 23}j 23% 23# *% 
56 37% Yurt. W OAR 10 15 955 47ft 47ft <7% 

5]J 4Znm 028 4.8 78 D5ft 5ft 5% -,>« 

13% 9%Zfftta 1300 lift 10ft ID?} -% 

2S% 24% Zw*i Ndx 150 17 14 7 27 26ft 27 

8 7%2Hdtac 073 95 207 7]] 7% 7% -ft 

012 0«1D 55 26% 26% 26% 

150 720 12% 12ft 12ft 

034 03 1087 9 8ft 9 


29% 17% Zero 
~ fO%2M¥tf* 
BZMtpTai 
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AMEX PRICES 


4 pm dose August 5 


. N 


Stock Eta. E TOO* Mgh UwCtattCM* 
Atorltan 1117 8 11 % 1 ^* 11 % 
Akngd 3 .9. 9ft 9% 9% Xf % 

MBnlnc 5 103 ft- 0%: h 4* 

IttoM TBS 13% U%-Q% A, 

4m tor Pi 4J4 7 lO 48% 48% 48% - ■ 
AndaM 2791 ll\ «H lift -ft 

4tnE«4 384 14% 14 M% 

ftVd-toiA • 251 5« 5% 5ft >ft 

ASRtan 250 0 88 23% 23ji 23% ■ ■+% 
Aannea 19 843 S, 7 , 8% B% 3* 
AuliaA -4014 7% ?% 75 -+3f 

tatoTdW 413 1H 3% IS +ft 

Mom 70 2 % z% 2 % - 


&2fl Deso 17 - a 
UdgtiMr 050 24 SI 
BrMTfcf. . 123 

BATedf to 1019(9 
Band 34 

BUattn 040 3 

BfrftadA 13 110 
Berner 350 13 45 
Bom to & 764 32% 32% 32% -% 
Brascaa A x TiK 31 H 25S 25% ZSJ +i 


0ft *& 4ft 
42 39% 3BQ rl}} 

2 % s - S,:+i*i 

17 1 Eft 48}} -i 

A 5 % 5% 

44 43% T « +% 

o 2^»a *a 

2ft 2,; 2ft 


Canton (120 18 
CnFdCaA* am 
Caqweof 19 
OnpTeh 


21 47% 47 47 J, 

137 ail 4ft 3U -ft 

8 2?U 27% Z7H -% 
167 11% »% Tift. . 


» Sk 


Mnk Mr. C WOa H^i LawCkaaDng 

enijutac .. in 1 % 1 % 1 %. 

Cooed BA 12. 10 6% C% 8% 

DnaKTAXOisU 534 8% 8% 8% -% 
Cmm CA - 17 79 19*2 U% 10ft 

CtowaCB .16 107 18ft 18% 1B% 

CWfc to 22 40 29% 20% 2ft 

sjw* ... 6 10 % io% 10 % 


-ft 

-% 

4 % 


am 


sw nft 5 % s» +ft 


EM Co -04810 zO 15% 15% 15% 
WtaBta • ' 3280 .. 5rtH S 

EMEai 03J177 WO. -9% Bft 8% +% 
ErttoM ' .. ;17 66 9% g% 

W* , 1 - Ml . ' 86 95% 95% 95% +% 


hbjMto 070 2D 4 32% 32% 32% 
Fta*A - 020 IT 11 06% 85% 86% +% 

FtoMU '.. »*■ 47 45% 48% +-1ft 

.Rnm»onw 198«8%17% 16 % +% 


tab an 11 noo 19 % 19% is% 

«5 35fi 34% 34% -1% 
BnPMx 038 26 585 33% 32% 33ft 
ttanr. OTB 14 326 iBft 18ft 18% -%' 
.2ft ft ft 


HtoOr 


'» UTfl ' 1ft t% 


w 


Nairn 


HuanlMk 


Me E 100a Ugh London Qng 
032 109729031% 30% 30}} 

Ztoo }2 }] iZ -ft 

010 25 36 24 2*2 23% -% 

111 257 17% 18% 16% -% 

93 7ft 7ft 7ft 4ft 


lw* T|wC p 

tot Cams 


ton 


016 18 354018% 15% 16% +% 

970 Bft Ml Bft V. 

64 in 11% 11 11% 4ft 

.5309 10 9% 0J} +% 


JMBBl 
JR Cop 
HrakCp 
KoeEqx 


79 128 
11823 
25 216 


2ft 2ft 2% -ft 

H % H *ft 

3% 3% 3% +% 


020 27 IBS 10% 19,; 19% 


%mcp 


OU 25 128 
40 9 


SiZ 5H 
00 90 


MaifiaA 


HoopA 

MSR&W 


16 1Q7nU% 58% 59% 

052 16 383 36% 35% 36 

2142 11% 10ft 10% 

20 10 % 10 % 10 % 

19 40 31}} 30ii 31 

7n a h a 


Mftffln 61059*10,; BiJ 41 -ft 


NYTmA 

MR 

PegnuE 

Peru 

PMC 


W SN 

Dh. E TOO* Mgb LowCNnMng 

ll£« 21 1607 50% 4^} 46% *ft 


9 137 dI B% 19 19% 

47 545 4fl 4% 4% 

4 SB 6% 6 8% 

136 II 36 14% 13H 13H 


20 27% 27% 27% 


SJWCnrp 238 24 2 58 56 50 


Tab Freda to 13 159 10 B% 10 
TeWMa 042 63 zO 38% 36% 38% 


Knrmdes 
TtataokB 
TMPWk 
TwnCniy 
Timor Max 


14 212 16% 16 16ft -ft 

26 397 36% 38ft 38ft -% 

148 10 10% 70% 10% 

oa* % A % 

4258 left 10 10H +■}} 


URftodsA 

UtdRmbB 

USCaU 


34 20 2% 2-+ 2% 

32 20 2% 2% 2% 

30 147 31% 30 31% +% 


Vten* 

Vbonfl 

WET 


1« 004 30% 30% 30% +ft 
1695825 31 30% 30% +ft 
t.12 2D a 13% 13% 13% -ft 


xyrato 


163 1% 1% 1% -% 


n n 

E Ub 


On* in. E ub m law iw cm 


n 

b e 


acc con 

AccfeME 

AcdomCp 

Adapted 

Accra 


+% 

♦% 


-»( 


-A- 

10?24&7ii3&% 36% 36% +% 
1026 <ft 4 4,« a 
38 757 20 1B>2 19% -% 
5041270 u48 44% 40% +2% 
531552) 38% 30% 37}} -% 
AncmAOH 037 a? zO 48% 40% 48% 
AHbaS to 17115(9 39% 38 39% +- 1 % 

6 a 7 07 7 

571 8 7% 7% 

28 539 41% 40% 40% 

044 20 1495 35>4 34% 34% 

053 20 4063 33% 32% 33% 

to 25 1045 u32% 31% 32% 

153 15 88 80% 79% 80 -1% 

to 15 603 27% 26% 27% +% 

064 15 a 21% 20% 20% 

056 14 2 39 36 39 

1875 10 V* 9% +ft 
1£4 18 86 20 % 20 % 20 % ■% 

1.7B 13 21 16% 15% 16% +ft 

7 5 3ft ih 3 ft +ft 

22 505 2ft 2 2 

4625212u65% 62% 64 +ft 

to 13 a 64% 64% 64% 

6 1 062 12 11 11 % *% 
71 2574 24% 23% 23% -1% 
B81-16S 8 % 6 % 6 % +■% 

40 101 17% 18% 16% -ft 
0.72 155676 35% 34 % 35 -% 

6695 2% 2ft 2H 

Z60 11 10bJ1B3% 99103% +3% 
2530(43 28% 36% 26% +-!}} 
2130662 57% 58% 57ft -% 
330 4% 4% 4% 

020 25 200 39 37% 39 

AlBteBS* 036 40 323u41% 40 41% 

ARangeiAffi 100 11 153 10 9% 9% 

Andrew Cp 23 7146 28 27% 27ft 

Apogee En (LIB 21 2381 21ft 21 ft 21 % +ft 

fpptlol 3K29B5u97% 04% 96 *l‘J 

AppM 21960 a 1912 19% 

AppMees 007 20 7155 29, 7 a 28ft 28^2 

Arbor fr 024 X2893 24% 24 24% 

flicCai to 13 519 11% 10% 10% 

Atpcnauii 1.64 53 33 33% 32% 

MSSSM 510Du1Q% 9>2 10ft 

AmoUin 0<4 17 379ul9% 19 19% 

Artisan 575 1 ,'Z 0 !}} 1 }} 

AxendCtm 1P&5 S% S3, 1 , 53ft 

AaoeaM 23 7447 20 % 19% 20 ft 
ASTRnb 482 5% 5ft 5ft 

Aduan 200 15 73 7% 6 % 7 

213(5(3 36}} 34% 36% +H 
2502 1% 1% 1ft -ft 

Q34 20182 u46% 44% 46 

2 (* 1H 1% 1}} 

13 132 23 22% 22% 


MP law lat Hn 
DracoEn® 38 241 ifi(% 53% 54% +% 

DressBarn 182147 21% 21 21% +% 

OrqrGO 024455 326utt% 43% 45% +■!% 
DrugEneo 52 59 4% 4ft 4% +ft 
Outaxi tolB O 35% 35% 35% 


EagbFd 


Adir Logic 

MuPUym 

maun 

AdmA 

AdianB 

AlEapr 

Atao AM 

neat 

Men 

AfenOrg 

ABYvni 

AldCml 

AH Cap 

AloetfeC 

Ala Girt 

A»re« 

AnCtta 

AroCMny 

AfliMarag 

AmSotm 

AmFrtwys 

AjnertA 

An*mP 

Amfffln 

AnAnCrf 

Amgen Inc 

AneUEta 

A ne bgg 


EOTd 


B*trSd 

Bacwi B 

BedArts 

EmconAa 

Enftr 

Enzoni 

EqubyOl 

BV waste 

ErlcanB 

Ohid 

EnroSft 

Exabyte 

ENbr 

ftrimWto- 

Expedll 

EzcorpAn 


- E - 

IS 242 0 5% 5% 

2551 1120% 19% 20% 

020 2413886 n» 33% 34% 

5580 7ft Bft Eft 

22 B73u51% 49% 51ft +lft 

127 13 100 75% 75% 75% +% 

335733 33% 32% 33 +ft 

5585 4 3% 3% +% 

IE 15% 1*2 

3ft 2ii 3 +ft 

3ft 3,; 3ft 

1 % 1 1 % 

to 4714297 44% 43% 44ft +ft 

10 4% 4% 4% +% 

23 276 2B 2EA+ 28% 


1SHJ 129 
Z746 
272 
2 7 


72 5343 12% 11% 12% +H 

333 6 5% 5% +% 

72 269 24 23% 2Jg +ft 

0X8 362100139% 35% 37 

17 228 10% 10% 10% 


Pal Op 
Farr Cp 


+% 

*1 

-% 

-ft 


-% 

-ft 

-% 

■% 

^2 

-% 

-% 

-% 

-A 

+% 


- F - 

75 11B u7% :% 7ft 
13 53 15% 15% 15% 

002 58 1714 56% $5% 55% 

QOS 27 I486 63% 61% 62}} +1% 
5 1077 14% 13% 14% 

1374 19 18% 1B% +ft 

080 18 2991 41% 41% 41% +% 
068 15 3533 37ft 26}j 27+ft 

120 10 1389 52% 51% 52% +% 

1.1B SO IB 1 48 47% 48 +% 

34 1519 48 47% 47% -% 

200 256 10% 10 ID -% 
19 13 6% 6% 6% -% 
013167110 7ft 7ft 7ft +% 
013 16 4811 7ft 7% 7ft +ft 
4816023 101? 16% 16,; 

11 1233 5 47 B 4 % -% 

060 21 11661)31% 31ft 31% +ft 

121 14 255 37 36% 37 +% 

FdpHBx 074 14 641 53% 32% 52% 
FufenHn to 18 222 29% 2S% 28% 


PVTM 

RggteA 

How 

RnrtAm 

PrtSec 

FsTTwr 

Fftwrlt 

Hserv 

Ftowkrt 

FMJaflSll 

FfHOLA 

RxxZB 

MfiESj 

FWWA 

FatRnl 

F<t HewH 


Atmel 

AuaSp 

Auttsk 

AubM) 

Awmate 


+Z 

-ft 

-% 


BEI B 
Baker J 
BUWK.8 
BatjTF 
Barest 


BE Am 

HimnWnf 

Benltary 


- B - 

006 96 10 11% 11% 11% -% 
006 7D9 9% 9 9%+,; 

on 11 40 a 19 % 20 +% 
2915*13,’, r% 1211 -A 

131368 24% 24% 24% -% 
BatfursCp to 14 83 29% 29% 29% +ft 
BanknUh 1 . 16 13 36 *49% 48% 49% ■+% 
BantaCnrp 048 15 196 27% 27 27 
MatcPat IS 54 40 39% 39il +ft 

BassMF 080 76 30 29 » +% 

Bay Hew 032 27 403 26% S% 26% -% 

372063 3*4 34% 35 +ft 
0« 9 118 9% 9% 9% 

75 TO 13% 12% 12% -% 
BeridtyWR to 13 563 59% 68 59ft +1ft 
BNAOpx 012 16 3 18% 16% 18^2 +% 

OIK 26 33 7% 5% 7% +ft 

Bingen 32 7128 39% 38% 38ft +% 
Bfooetx 011 218195 20 18 }} 19% +ft 

Bo* Dpi 124120 81 48% 48 48% +% 

BMC Safer 5310853*63% 63% 62% 
ft# Bara 032 203277 17% 10}} 17% 
Bocta&B 31 347 27% 26% 27% 
Boron 15719 n9% 8% 9% 

B rad/** 052 21 263 30% 29% 30% 

34 36% 35% 38 
120 13 41*39% 38% 38% 

957 10/, 9% 10ft +% 
TO 3% 2% 3-th 
351864 37% 36% 37 

048 7 a 36H 36}} 36}J 


ftrv * iw^— 

DHU fnJlp 

BSSBncp 

Butfen 

UBdaraT 
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Dow dips as Lacklustre bonds hold bourses in check 
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AMERICAS 


For a second day running US 
investors favoured technol- 
ogy issues as the Treasury 
bonds continued to weaken 
and the Dow Jones Indus- 
trial Average hovered near 
Monday’s close, writes John 
Labate in New York. 

By early afternoon the 
Dow was practically 
unchan ged, losing less th an , 
one point at 8,197.76. The 
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broader Standard & Poor's 
500 Index fared better, gain- 
ing 2.75 at 953.05. 

"There's a lot of belief in 
buying on the dips and 
they're doing it," said Mr 
Ralph Acampora, the bullish 
technical strategist at Pru- 
dential Securities, who 
recently said he expected the 
Dow to reach the 10,000 level 
by June 1998. 

Blue-chip stocks were 
weak for most of the morn- 
ing, but picked up slightly 
by the afternoon. Leading 
the Dow lower were Exxon, 
off Sft at $63ft and 
McDonald's, down $ft at 
96414. 

In the bond market, the 
benchmark 30-year bond was 
& lower at midsession to 
yield 6.481 per cent 

Health care insurers took 
a beating. Aetna, which has 
enjoyed a strong run 


recently, released second- 
quarter earnings in line with 
analysts' expectations, but 
plunged $12% to $104%. 
Oxford Health Plans, which 
also released earnings, lost 
$3£ at $82. 

Among banking stocks, 
Chase Manhattan fell $1% at 
and BankAmerica lost 
$ti at $72 ft. 

Computer-related stocks 
were the morning's high- 
flyers. The Nasdaq compos- 
ite index gained 14.0 at 
1,619.45 and the Philadelphia 
Stock Exchange’s semicon- 
ductor index surged 8.99 at 
395.60. Intel rose $3ft to $99£ 
and Motorola gained $1% to 
$84%. 

Hewlett-Packard gained 
$% to $71ft and internet 
company Yahoo rose $91*4 to 
$54%. 

TORONTO moved higher 
in early trading, helped by a 
surge at index heavyweight 
Alcan Aluminium. The 300 
composite index was 20.06 
h i gher at 6.871.20 at the noon 
calculation. 

Alcan jumped C$1. 50 or 2.8 
per cent to C$55.10 after it 
announced it was planning 
an “important statement" 
later in the day regarding its 
Kemano project in British 
Columbia. 

Northern Telecom was 
also in demand, adding 
C$1.65 to C$144. 75. New- 
bridge Networks gained 
C$1.00 to C$69.20 to round off 
a strong morning for high- 
tech stocks. 

Ranks made modest gains 
with Royal Bank of Canada 
improving 10 cents to 
C$66.00 and Bank of Mon- 
treal adding 20 cents at 
C$57.30. Toronto-Dominion 
Bank gained 15 cents to 
C$44.15. 

Among weak spots, Sea- 
gram dipped 25 cents to 
C$52J2S and golds eased on a 
lacklustre bullion price. Bar- 
rick gave up 75 cents to 
C$30.55 and Placer Dome 30 
cents to C$23.40. 


Weak debt markets 
reflecting worries about an 
upward nudge for US and 
German money costs kept 
most European bourses 
firmly in chec k yesterday. 

FRANKFURT moved down 
below 4,300 on the Dax in 
early trading, but eventually 
overcame worries about 
weak bonds to close mod- 
estly higher in seasonally 
dull volume. 

Banks were mixed amid 
continued talk of higher Ger- 
man interest rates, but 
Munich Re was in demand 
and there were a number of 
firm features among 
broader-based engineers and 
Industrials. 

The Dax. 4,302.68 at the 
close of floor trading, had 
moved up to an Ibis- 
indicated 4.325.86 when elec- 
tronic trading came to an 
end, a gain of 23J36. 

Among engineers Preussag 
gained DM17.00 to DM564 
and Linde was firm for the 
second day running, adding 
DM49.00 at DM1,389 as the 
dollar continued to climb 
against the D-Mark. Veba 
improved DM1.50 to 
DM108.10. 

Munich Re led the finan- 
cial pack, gaining DM112.00 
to DM6,850 after the insur- 
ance giant forecast a strong 
rise for June premiums. 
Dresdner Bank shed DM2J25 
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to DM78.45 and Deutsche 
55pfe to DM117.45. but Com- 
merzbank added DM1.04 at 
DM6235. 

Volkswagen, initially 
higher on the news that its 
Audi unit had notched up 
US volume growth of 34 per 
cent for the first seven 
months of 1997, ended 
DM15.00 lower at DM1,35630. 
Porsche, where US sales 
almost doubled, lost 
DM120.00 to DM2.805. 

Among second-liners. FAG 
Kugelfischer gained DM130 
to DM36.10 o n ren ewed spec- 
ulation that SKF of Sweden 
was teeing up a takeover 
bid. Adidas rose DML50 to 
DM216 ahead of today’s 
interim results. 

ZURICH had a switchback 
session that swung from 


plus 64.0 to minus 47 on the 
SMI index before finally set- 
tling at 5,7653, up a ban 5-8 
on the day. 

UBS was the main talking 
paint, kicking off the banks’ 
half-year reporting season 
with a set of results that 
mostly disappointed. Ana- 
lysts felt the earnings surge 
owed too much to the elimi- 
nation of restructuring costs. 
The shares ended off 
SFr4JLO0 at SFrl.627. SBC fell 
SFr&00 to SFr408 and Credit 
Suisse eased 75 coxtimes to 
SFrlS6. Elsewhere among 
financials, insurance group 
Winterthur jumped SFr24.00 
to 5 Fr 1,493 on reports that a 
leading hank was in the mar- 
ket far the shares. 

MILAN edged lower in the 
face of a number of bri ght 
features and the news that 
unit trust inflows In July 
had surged against June. 
The Mibtel real-time index 
closed off 114 at 14324. 

Alitalia was the subject of 
speculation, gaining L78.50 
to L975.4 following rumours 
of an imminent link with 
KLM of the Netherlands. 
News of a strategic contract 
in the far awst lifted Pirelli 
L51.0 0 to L 4.785. 

AMSTERDAM succumbed 
to profittaking and interest 
rate jitters to end barely 
changed after a firmer start 
The AEX iwffag was up only 
024 to 97939 as the market 
remained preoccupied with 
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the strong dollar and with 
profit repeats. 

AEX component Gist- 
Brocades tumbled 17.6 per 
cent to Fl 6430 after It had 
said its 1997 profits would be 
below last yearis. The bio- 
chemicals and food group 
said the price of penicillin 
had hit a “historic low" due 
to additional capacity in 
China a nd India. Volume in 
the shares, a strong market 
in recent weeks, was heavy 
at almost 33m traded. ' 

KIM dipped 40 cents to 
Fl 76.00 despite better than 
expected . first-quarter 
results. The airline climbed 
to FI 79.00 initially, but lost 
its gains as overall market 
weakness dragged it down. 

The market ignored solid 


profits from business pub- 
lisher Wolters Khxwer, tak- 
ing its share Fl 5.00 lower to 
Fl 278.00. 

PARIS continued , to fret 
about higher Interest rates, 
but shares bounced off their 
lows in thin volumes. The 
GAC 40 index closing 8.31 
down at 2984.10. 

. Canal Plus fell FFr35.00 to 
FFri.100 after a downgrade; 
by brokers CPR Finance. 
Generate des Eaux was also 
hit by a. downgrade,' shed-' 
ding FFr10.00 to FFr730. 

The health sector bucked 
the trend, with Sanofi rising 
FFr6.00 to FFr619.00 on posi- 
tive signals from research 
and development The com- 
pany is working on new 
products for the treatment of 


hypertension and thrembo- 
sis. Air Liquide - closed 
FFr6.00 lows- at FFr941 The 
company denied that It was 
In talks to acquire a stake in 
Indian company . industrial 

Oxygen, , .... . . : . 

Alcatel Alsthom remained 
at the tqp of the adayeg list, 
closing :unchauged. ' at 
FFr845. ' Joint -..venEnfe GEC 
Alsthom sa M it was fetCT- 
ested hr acquiring' the' hon : 
nuclear eneiBy- activities or 
Westmghofuse, Jurt;rt denied' 
xpe cuiatlon that ■ -it ’■ was 
"already in talks. '- ?.' . *- ~ . 

STOCKHOLM- closed 
higher: on the back -of a rise 
in index component Astra, 
the dru^ group; ahead of 
half-year earnings on Friday 
The general index closed up 
22 JD 1 at 3,162^77-00 average 
turnover. Astra, attracted 
attention- -after' a- dafjkfaltrB 
period, rising v Sifriqa- to I 
Skrl49.50. Telecoms’ equip- 
ment heavyweight. Erfcsam ' 
firmed itrltoB with- Ite , Wall- 
Street pfBfbrn^rehtrtcahK 

. off highs' to closeSkrixo up' 
at Skr355.50. . •; ■£?.?/ :? : j : 

Investor, the -investment - 
holding company, i rose 
; despite Saab - Ai^'Tiepbrting .': 
a first-half Iosif. Investor,: 
which coowns Saab, gained- 
Skr5S9 to Skr42L00, with the 
carmaker’s losses said to' ; 
have -been (discounted. ^ 

Written and edited by Orels 
Stsyn and Jeffrey Brown . 






Kuala Lumpur tumbles 3.4% on trade gap news 


Mexico City improves 


MEXICO CITY continued to 
make steady upward prog- 
ress. The IPC index, which 
closed above 5,100 for the 
first time ever on Monday, 
ended the morning session 
yesterday with a gain of 
32.92 at 5,168.16. 

Dealers said trading had 
picked up where it left off in 
the previous session. “We 
had all sorts of buy orders 
left over. There was no way 
the market was Dot going to 
move higher at the opening," 
said one broker. 

Index heavyweight Telmex 


improved 5 centavos to 21.80 
pesos and cement leader 
Cemex added 45 centavos at 
42J20 pesos. Grupo Carso was 
active, gaining 20 centavos 
to 6220 pesos. 

Bancomer rose 16 centavos 
to 3.58 pesos on the news 
that the financial group had 
sold three luxury hotels. 
Analysts were pencilling 
solid capital gains from the 
disposals. 

&AO PAULO also moved 
ahead with the Bovespa 
index 117 higher at 12.134 at 
mi d session. 


Johannesburg hits record 


Industrial shares powered to 
new highs in South Africa, 
pulling the all share index 
47.4 higher to a record 
7,492,6. Volumes were good 
at about RKOflm for the day. 

Dealers said expectations 
of a cut in interest rates 
before year-end had out- 
weighed concerns over the 
rand’s weakness. The indus- 
trial index added 73 to a 
new closing high of 9,183JL 
Bullish sentiment was fur- 
ther ftzelled by the debut of 
Afri brand, the confectionery 
and snacks group. 


A higher platinum price 
rekindled interest in plati- 
num shares, with Implats 
and Leplats adding 25 cents 
and 5 cents to finish at 
R50.75 and 490 cents respec- 
tively. 

The weaker gold price pul- 
led gold shares lower, with 
the gold Index losing 15.9 to 
954. 

Blue-chip chemicals firm 
Sentrachem finished up 208 
cents at RlO.00 after US firm 
Dow Chemicals made an 
offer to buy the group at 
R10.50 a share. 


ASIA PACIFIC 


KUALA LUMPUR tumbled 
3.4 per cent on news of a 
huge trade deficit in June to 
extend its losses over the 
past two trading days to 
about 6 per cent 

Sentiment, damaged on 
Monday by the central 
bank's imposition of selec- 
tive capital controls to curb 
currency speculation, weak- 
ened further. The composite 
index ended 33.48 lower at 
945.08. 

Telekom Malaysia was 
down 30 cents to M$8S5 and 
Malayan Bank sbed M$l.l0 
to M$23.30. Brokers said 
there was talk that a leading 
hedge fund had sold 200,000 
shares in Malayan Bank 
through Singapore. 

The news of- the biggest 
monthly trade deficit in 17 
years of M$2.8bn in June 
could not have come at a 
worse time, analysts said. 

TOKYO declined for the 
third day r unning on contin- 
ued selling of leading shares 
following the recent series of 
weak economic data, writes 
Owen Robinson. 

The Nikkei 225 average fell 
153.62 to 19,514.45 after trad- 
ing between 19,362.44 and 
19,767.58. 

Growing pessimism about 
economic direction hit the 
market from the outset fol- 
lowing negative news from a 
range of sectors, including 
domestic vehicle sales, con- 
sumer spending, industrial 
output and construction 
orders. 

The slide gathered momen- 
tum in the early afternoon 
as blue chip exporters 
plunged on profit-taking. 
Traders noted heavy selling 
by investment trusts. How- 
ever. towards the end of the 
day bargain-hunters came in 
to lift the 225 index back 
above the 19,500 mark. 

Volume rose from 339m 
shares to an estimated 429m. 
Declines led advances 716 to 
401 with 147 unchanged. The 
Topix index of all first- 
section stocks shed 10.13 to 
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1,487.13 and the capital- 
weighted Nikkei 300 was 
down 2.10 at 290.06. 

Many general construction 
shares touched new lows for 
the year on concerns about 
debt loads and the poor earn- 
ings outlook. Obayashi fen 
Y24 to Y650 and Kajima Y18 
to Y563. Tad a, the day’s most 
active issue, ended at the 
asked price of Y7 after filing 
for bankruptcy protection on 
July 30. 

Carmakers and electrical 
stocks retreated- Toyota fell 
Y130 to Y3.160, Honda Y110 
to Y3.620 and Mazda Y2 to 
Y465. Among semiconductor- 
related issues. Advantest fell 
Y300 to Y10.800, Kyocera 
Y39Q to Y9.600 and Tokyo 
Electron Y260 to Y7.040. 
Sony shed Y100 to Y11300. 
Canon fell Y100 to Y3.520. 
Nikon, however, rose Y20 to 
Y2.120 after reaching a 
record high of Y2.180 earlier 
in the day. 

Pharmaceuticals were ! 
mixed. Among those to draw | 
buying interest. Sankyo rose 
Y30 to Y4.120 and Takeda 
Chemical Industries Y4Q to 
Y3.410 . Yamanouchi Phar- 
maceuticals. however, fell 
Y60 to Y3.010 and Dali chi 
Pharmaceuticals Y80 to 
Y2.090. 

Nomura Securities fell Y20 
to Y 1.630 after recent gains, 
and other brokers also 
retreated. Banks mostly 
improved. Bank of Tokyo- 


Mitsubishi rose Y30 to 
Y2.180, Industrial Bank of 
Japan Y20 to Y1.580 and Fuji 
Bank Y10 to Y1.450. Sumi- 
tomo Bank, however, fell 
Y20 to Y1.780. 

In Osaka, the OSE slid 
17850 to 20,23052 and vol- 
ume rose to 27.6m shares. 

TAIPEI ran into profit- 
taking following a sharp rise 
for money market rates. The 
weighted index feS 146.08 or 
1.45 per eent to 9,919.68 after 
touching an intra-day low of 
951-4.10. Turnover was light 
at T$189bn. 

Money market rates have 
risen steeply over the past 
two days in a dear attempt 
by the central bank to bol- 
ster the Taiwan dollar. The 
dollar rallied yesterday but 
the monetary tightening 
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Panfc E*. Japan <396) 313.17 -0-7 284.71 234X2 30347 280X7 -OX 2.67 315.48 285.71 23541 304X0 283X5 320.65 278X8 278X8 

Wbrftf&L tfSfT8g4) —206X5 -7.1 187X1 154.12 189X6 177.79 -OX 1.90 209.82 188X5 J55.88 201.3? 17841 21288 J78X4 183X9 

World Ex- UK (2250). 258X4 -0-5 236X2 19342 250X2 232.60 -04 1.S6 280X3 235X2 194.05 251X0 233.44 262.69 204.12 208.02 

World E*. Japan (1978) 331.18 -OX 301X6 247.46 320.90 325X2 -02 1X3 332X1 300X9 247.91 320.87 326.46 334X3 242.70 243X4 


The World md«( (2464) _2B3.S2 -OX 238X7 186.91 2S5X5 237X4 -OX 1.75 264.72 23B.76 197.S4 255X3 235X3 287X1 207X4 21046 


CceyrigtiL F13E fenmakni LMM, Gotten. Sacha and Co. and 9ndM & Pm^b. 1S97. M rlgKa manad T77S&P fleuanea" » a K*« mdamart othw HrencW Tknw LMMd m4 ftandard & Aw'd 
imim paces am mnaUto tor Bna addon. Matata deaad 4/867: Canada and Mand. 


took its toll of equities, 
which have risen more than 
40 per cent this year. 

Electronics bore the brunt 
of the profit-taking. Micro- 
chip maker Wlnbond fell 
TOXXO to T$78 in spite of a 
. dramatic, four-fold profits 
upgrade. Financials were 
also weak. Chiao Tung Bank 
tumbled T$5-50 to-T$74XD as 
the government set about 
reducing its stake from 89 
per cent to BQ per cent, 

SEOUL ended . higher on 
foreign buying of blue chfos 
and baxgam-hixntxng itiwing 
low cap stocks. The compos- 
ite index closed up 6.67 at 
74086. 

But shares of four unite of 
South Korea’s troubled Kia 
Group plunged on news that 
immediate emergency loans 


to the group ware unlikely. 
Kia Motors lost Wonl.200 to. 
Woni4,000, Asia Motors- fell 
Won430 to WonS,Q20, Klsan . 
shed Won440 to Won5,170 
and Kia Service fen Won440 
won to-WonSkOeO. 

Bia' Steel bucked the 
trend, ^rising ^oniao to 
Wdas.I40 as con- 
tinued. to' signal - their 
approval of last week’s jaews . 
that Hyundai and Daewoo 
had agreed; in prjndple ' to 1 
buy % stake in the company. 

MANILA was boosted by 
better than expected infla- 
tion data, which, lifted the 
composite ihde^ 36.67 td: 
2,676.2. Official - xtati^ics ^ 
showed inflation fn Jhly 'was ; 
steady, at 4.8 pe^- wait'.- 
despite the depreciation of ; 
the peso. 


Shares of Megaworid^^? 
erties jumped 12.7 , .p&:j^tj 
to 3.10 pesos in latertraHi&to; 
talk of a possihie 
BANGKOK ; pared 
losses but stfl) -dosed -with 
the SET index off 15u3&tir 2^ 
pm- pmxt at 64847 on turiv 
over of Bt&7bn. * 

The low for the.se^kte' 
was 634,58 ~ : • 

■ The shake-out, - which 
extended the marketV lpstog 
ran to four 4a^NS»$B - 
spm-ked by the 
suspend itig more troubfed; 
financial groups. 

BOMBAY, swept’ 

-the <500 mar fa Tlia^^E ■ 
-indek' dosed 80-93. « . 

round -of-con^any.: t^uj& ; 

came "m-^the 

broker expectations. *’* 
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Our guiding prinaprfes are 
quality, security, liquidity and 
yield. 

As a leading fixed income 
house, we are the largest 
constant issuer of Bank 
Bonds in Germany. Our 
national and international 
experience makes us a 
reliable counterparty for 
all major borrowers and 
investors. This applies both 


to the Deutschmark and to 
foreign currencies. 

Find out how we can look 
after your Interests) and call: 
Bond Trading/Sales Dusseldorf 
(+49) 21.1 826 3133. 
(+49)2118263132. 

(+43)211 826 3741; 

Bond Trading/Sales London 
(+44) 171 444 7848; 

Primary Market Dusseldorf 
(+49) 21 1 826.5888. 
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